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ITEM 1. Significant Parties

Thomas Barber, Director
Bus: RR 1, Box 4250

So. China, ME 04358
Res: Route #3

Palermo, ME 04354

John Beaupre, Director
Bus: RR 1, Box 2140

Carrabassett Valley, ME 04947
Res: RR 1, Box 2176D

Carrabassett Valley, ME 04947

Wayne Crandall, Director

Bus: 10 School Street
Rockland, ME 04841

Res: Box 531, Mountain Rd.
Rockland, ME 04841

Lynn K. Goldfarb, Director

Bus: P.O. Box 7980
Portland, ME 04112

Res: 50 Portland Pier
Portland, ME 04112

Michael Kiernan, Director
Bus: 870 Washington Street
Bath, ME 04530

Res: Same as above

Larry Plotkin, Director
Bus: 32 Buttonwood Lane
Portland, ME 04102

Res: Same as above

Vermon Seile, Director

Bus: RFD #1, Box 3115
Stonington, ME 04681

Res: Same as above

PART I - NOTIFICATION

Barry A. McCormick, Director
Bus: 8 School Street

Unity, Maine 04988
Res: P.O.Box 6

Unity, Maine 04988

David N. Sleeper, Director

Bus: 99 Lyndon Street
Caribou, ME 04736

Res: 4 Townview Road
Caribou, ME 04736

Frederick Crowe, Director

Bus: P.O.Box 727
Princeton, ME 04668

Res:  Big Lake Road
Princeton, ME 04668

Charles O’Brien, Director

Bus: 554 Main Street
Jackman, ME 04945

Res: 35 Mill Road
Jackman, ME 04945

Craig Burgess, Director

Bus: 101 Centre Street
Bath, Maine 04530

Res: 87 Whiskeag Road
Bath, Maine 04530

Michael E. Westort, President and
Chief Executive Officer
Bus: 1000 Brunswick Avenue
Gardiner, ME 04345-1000
Res: 65 Caron Street
Portland, ME 04103



Counsel to the issuer: David J. Champoux, Pierce Atwood, One Monument Square, Portland, Maine
04101

ITEM 2. Application of Rule 262

None of the persons named in Item 1 is subject to any of the disqualification provisions set forth in
Rule 262.

ITEM 3. Affiliate Sales

Not applicable.

ITEM 4. Jurisdictions in Which Securities Are to be Offered

The securities are to be offered by the issuer itself, and not through underwriters, dealers or salesmen,
in the states of Maine, Massachusetts, New Hampshire and Vermont. The securities will be offered to
the issuer’s existing members, as well as to any new members of the issuer joining after the date

hereof.

ITEM S. Unregistered Securities Issued or Sold Within One Year

(a) The Company has issued the following unregistered securities since March 1, 2003:
Class A Shares Class B Shares
"Excess" Capital (Offering price (Offering price
Purchaser Deposits $2,527 per share) $2,500 per share)

PINKHAM'S ELM ST. MKT

o

BEAVER STREET MARKET
FARM TO FARM MARKET INC
FRISBEE'S 1828 MARKET
GOODHUE ENTERPRISES, INC.
ISINGLASS COUNTRY STORE
JOSEPH LEMA & SON, INC.

o o o © O

KITTY KORNER STORE, INC.
MOOSEHEAD COUNTRY STORE
THE 107

(=)
o O o o o o O ©

o o o ©

THE LIBERTY TRADING POST
THE NABORHOOD STORE

(=]

TONY'S FOODLAND
WALLACE MARKET
WEST PARIS GENERAL STORE

S O o O

BOWDOINHAM COUNTRY STORE

(=]

- EASTON THRIFTWAY
GABBIANELLI ENTERPRISES
GUTTER'S MARKET
HOWLAND FAMILY GROCERY
JIM'S VARIETY

o o o o o o o o ©

o o o o O



Purchaser
KEZAR FALLS MARKET
LONG ISLAND STORE, INC.
MARYANN'S MARKET
MEGUNTICOOK MARKET
OLD TOWNE MARKET
ORONO THRIFTWAY
V & R VARIETY INC.
WAYNO'S MARKET
WEST FRONT MARKET
MAIN STREET MARKET
RICHARD OR DIANE DUNHAM
PAUL R. POIRIER
A.A. MARINO INC.
WELLS
QUELLETTES GROCERY
TIMOTHY H HOLMES OR GABRIELLE B HOL,
MAINE MARKET CORP
LORNA JEAN GRANT
SLEEPER NELSONF.
RH FOSTER ENERGY LLC
SLEEPER JOSEPHM. JR
WSC
WHEATON & McLAUGHLIN
FALL'S RETAIL INC.
RICHARD & VERONICA REED
RAKE INC.
SWAN LAKE GROCERY INC
DON'S AG FOOD STR. INC.
DOLORES OR LOUIS G. COUTURIER
KEVIN R. DUNHAM
RONA QUELLETTE
JESSIE AND NANCY MICHAUD
BARTLETTS MARKET INC.
GILBERT & RUTH PARENT
WELLS FOOD MART EXT. BUY
CAMELLIA WILSON
MERVIN OR CHRISTENE KERR
JAMES & JEANNINE SPILLER
WALTER CZERWINSKI OR JANICE CZERWIN
M. BOWEN & F. LUCAS
EARL OR LORRAINE BAKER
MEREDITH RANDLETT - SAVINGS
MALCOLM & BARBARA TRAFTON

"Excess'" Capital

Deposits

o O o o <o O

oo O ©

36
$9
$17
836
398
5102
$106
31
$113
$129
$145
$153
8159
$195
5225
$266
$322
$336
$349
3386
3478
$518
3528
$546
$617
$634
$648
$651
$653
$692
$707
3807
3835

Class A Shares
(Offering price
$2,527 per share)
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Class B Shares
(Offering price
$2,500 per share)
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Purchaser
GARY AND SHARON FOWLIE
MICHAEL & DEBORA LABREE
R.W. MATHEWS & SONS INC.
YELLOWFRONT GROCERY
ROBERT BARRETT
SOUTH STREET MARKET INC.
FAIRFIELD BUDDIES INC.
TERRY AND SHEILA CAMPBELL
WILLIAM MACDONALD
GLIDDENS BETHEL FOODS INC.
LYMBURNER FRANCIS
RON'S MARKET INC.
PENELOPE BECKLER
THOMAS OR RUTH LAPLANTE
CHAD & KARIN MCLEAN
GLEASON & CLAIRE GRAY
FRANCIS ] MORIN LIVING TRUST
GATES DIVERSIFIED INC.
THOMAS JAY ALLARD
MAURICE & VIRGINIA BERGERON
GERALD B. MORTON
EUGENE AND GINA MCKENNEY
SHIRLEY VARNEY
RICHARD DONOVAN
ARTHUR AND ODELCIA SILVIA
TRIANGLE A.G. STORE INC.
MEC ENTERPRISES INC.
JAMES AND PAT HENRY JR.
NOBLEBORO VILLAGE STORE INC.
ROBERT J. & LESLIE GRENIER
MIKE'S COUNTRY STORE INC.
RONALD & DEBORAH LEAVITT
THE ISLAND MARKET CORPORATION
KENNETH G. WASSON
SUSAN M. MORGAN
ROBERT J. AND LYNN A. PULKKA
ROBERT AND LESLIE GRENIER
ASHLAND FOOD MART INC
GARY EUGENE RIDEOUT
KEN AND CAROL BALLARD
PORT CLYDE MARKETING COMPANY
LEONARD WADE KNOWLTON
PERRY'S FARMERS UNION INC,

"Excess" Capital

Deposits

$840

3854

3872

5981
$1,059
$1,095
$1,103
$1,145
31,188
$1,192
$1,231
$1,267
$1,293
$1,357
$1,373
$1,393
$1,404
51,420
31,448
$1,499
$1,542
$1,582
$1,587
$1,651
$1,687
$1,715
$1,770
$1,804
$1,813
$1,865
$2,191
$2,234
$2,255
$2,276
$2,486
$2,509
$2,513
$2,517
$2,538
$2,547
$2,556
$2,649
$2,678

Class A Shares
(Oftering price
$2,527 per share)
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Class B Shares
(Offering price
$2,500 per share)
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Purchaser
PHILIP S. BUCK
DAVE & DONNA SALISBURY
READFIELD FAMILY MARKET INC.
WAYNE AND JONI SLATTERY
ROBERT A. TANGUAY II
DONALD AND MARY WORCESTER
K & L PITCHER INC.
BUDDIES GROCERIES INC.
JEAN L. AND STEVEN H. BAKER
VANESSA BRUCE
JOSEPHP. IRISH
TRANTEN FAMILY LL.C.
STEPHEN OR MARTHA FENNO
VICTORIA M. & JAMES J. STASZEWSKI

NORTHWOOD COUNTRY MARKET INC.

MAXINE STEWART

JAMES J AND ROLANDE CHASSE
ROBERT L. LIBBY

GOWELL ENTERPRISES INC.
RUSSELL & CONNIE SOUCY
GERARD BOURGET

DENNIS B. & PATRICIA M, ROBERTSON
TOMBEAU INC.

BRUCE & KAREN MATHEWS

DAY'S STORE INC.

NASON'S GENERAL STORE INC.
RONALD ROBINSON SR.

] & MA CORP.

OYSTER RIVER MANAGEMENT
HOLMES MARKET INC,

TILTON'S MARKET INC,

THE GREEN LINE SUPERETTES INC.
PAUL'S FOOD CENTERS INC.

P. DUNBAR & EST. OF A. DUNBAR
MSF INC,

RAYMOND FOOD MARKET

DAVID SLEEPER

JOSEPH SLEEPER 1l

MARK SLEEPER

JOHN'S CONVENIENCE PLUS INC.
RONALD &/OR SHARON BENJAMIN
ROLAND L. AND LYNDA M. KNIGHTS
HERB & SHARON FITHIAN

"Excess" Capital

Deposits

$2,685
$2,721
$2,789
$2,804
$2,881
$2,914
$3,038
$3,082
$3,095
$3,272
$3,304
$3,352
$3,375
$3,423
$3,452
$3,547
$3,601
$4,031
$4,371
$4,427
$4,639
$4,833
$4,998
$5,049
$5,406
$5,443
$5,500
$5,588
$5,609
$5,643
$6,028
$6,214
36,487
$6,559
$6,635
$6,740
$7,000
$7,000
$7,000
$7,442
$7.596
$7,662
$7,711

Class A Shares
(Offering price
$2,527 per share)
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Class B Shares
(Offering price
$2,500 per share)
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Purchaser
HAROLD L. KEAY & SON
OULLETTE & SON INC.
DICK'S MARKET INC.
GOSSELIN'S SUPERETTE INC.
ROGER'S MARKET INC.
BATES INVESTMENTS INC.
GOTT STORE INC,
PIERCE'S COUNTRY STORE INC.
ALAN AMES AND ROBERT CROSBY
B I'S MARKET
GALUSHA'S INC.
JERRY AND JANET COLBRY
FRENCH & BRAWN INC
REGIS AND ANITA ROY
JOSEPH SLEEPER INC.
JOHN R. JOSEPH & SONS INC.
BARRY & VERA MCCORMICK
GES INC
NUF INC.
JOHN T. DAYHOOF 11l
D.L. FOTTER & SONS INC.
JERRY'S FOOD STORE INC.
VILLAGE FOOD MARKET INC.
JAMES AND MARGARET WALLACE
SWAN LAKE GROCERY INC.
UNITED SUPERMARKET INC
CANAAN SUPERETTE
MARC L. AND SUSANNE DUFRESNE
NORTH WHITEFIELD SUPERETTE INC.
TIAC INC.
JAMES W. WEST
HUSSEYS GENERAL STORE INC.
CHRISTY'S COUNTRY STORE INC.
B & R ENTERPRISES
WHEATON & MCLAUGHLIN INC
RADLEY'S MARKET INC.
DOWNEAST RETAIL CORP.
DONALD OR HELEN GOSSOM
ROBERT N. BANNISTER
BELFAST VARIETY INC.
FOUR SEASONS TRADING POST INC.

WISCASSET YELLOWFRONT GROC. INC.

YELLOWFRONT GROCERY INC.

"Excess" Capital

Deposits

$8,215

$8,458

$9,016

$9,271

$9,293

$9,449

$9,589

$9,693

$9,705
$10,147
$10,221
$10,238
$10,894
$11,410
$11,656
$11,740
$12,103
$12,111
$12,131
$12,518
$13,082
$13,280
$13,767
$13,862
$14,160
$14,493
$15,123
$15,140
$15,161
$16,895
$17,370
$17,401
$17,546
$19,219
$19,253
$19,899
$21,139
$22,623
$23,611
$25,271
$28,374
$32,886
$34,779

Class A Shares
(Offering price
$2,527 per share)
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Class B Shares
(Offering price
$2,500 per share)
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Class A Shares Class B Shares

"Excess" Capital (Offering price (Offering price
Purchaser Deposits $2,527 per share) $2,500 per share)
VERNON C. SEILE $39,185 0 0
C.E. REILLY AND SONS 361,872 0 0
COUNTY YANKEE $72,225 0 0
RONALD & MARIAN BAGLEY ’ $95,496 0 0
COASTAL RETAIL CORP. $208,813 0 0
TOTAL $1,423,302 16 shares 20 shares
Value of Securities $1,423,302 $40,432 $50,000
TOTAL Value of All Securities $1.513,734 ’
(b) Not applicable
(c) The Company issued the above shares in reliance on an exemption from registration

pursuant to 17 CF.R. §§230.251 et seq. (Regulation A). The Company is offering
rescission to all persons who hold securities sold by the Company after March 1,
2003.

ITEM 6. Other Present or Proposed Offerings

None.

ITEM 7. Marketing Arrangements

None.

ITEM 8. Relationship with Issuer of Experts Named in Offering Statement

None.

ITEM 9. Use of a Solicitation of Interest Document

None.



OFFERING CIRCULAR

ASSOCIATED GROCERS OF MAINE, INC.

(Exact name of Company as set forth in Articles of Incorporation)

Type of securities offered: Variable Rate Subordinated Debt Securities (Excess)
Maximum number of securities offered: $5,000,000 in the aggregate (including an offer of rescission to holders of
securities with an aggregate value of $1,513,734)
Minimum number of securities offered: None |
Price per security: Face value
Total proceeds: If maximum sold: $3,486,266 If minimum sold: $0
(For use of proceeds and offering expenses, see Question Nos. 9 and 10)

Is a commissioned selling agent selling the securities in this offering? [ ] Yes [X] No

If yes, what percent is commission of price to public? %.

Is there other compensation to selling agent(s)? [ ] Yes [X] No

Is there a finder's fee or similar payment to any person? [ ] Yes [X] No (See Question No. 22)

Is there an escrow of proceeds until minimum is obtained? [ ] Yes [X] No (See Question No. 26)

Is this offering limited to members of a special group, such as employees of the Company or individuals? [X] Yes [
] No (See Question No. 25)

Is transfer of the securities restricted? [X] Yes [ ] No (See Question No. 25)

The offering is being conducted on an open-ended continuous basis during the period beginning on the date of this
Offering Circular; provided, however, that the rescission offer forming a part of this offering will be conducted only
during a 30 day period beginning on the date of this Offering Circular.

INVESTMENT IN SMALL BUSINESSES INVOLVES A HIGH DEGREE OF RISK, AND INVESTORS
SHOULD NOT INVEST ANY FUNDS IN THIS OFFERING UNLESS THEY CAN AFFORD TO LOSE
THEIR ENTIRE INVESTMENT. SEE QUESTION NO. 2 FOR THE RISK FACTORS THAT
MANAGEMENT BELIEVES PRESENT THE MOST SUBSTANTIAL RISKS TO AN INVESTOR IN
THIS OFFERING.

IN MAKING AN INVESTMENT DECISION INVESTORS MUST RELY ON THEIR OWN
EXAMINATION OF THE ISSUER AND THE TERMS OF THE OFFERING, INCLUDING THE MERITS
AND RISKS INVOLVED. THESE SECURITIES HAVE NOT BEEN RECOMMENDED OR APPROVED
BY ANY FEDERAL OR STATE SECURITIES COMMISSION OR REGULATORY AUTHORITY,
FURTHERMORE, THESE AUTHORITIES HAVE NOT PASSED UPON THE ACCURACY THE
ADEQUACY OF THIS DOCUMENT. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL
OFFENSE.

THE U.S. SECURITIES AND EXCHANGE COMMISSION DOES NOT PASS UPON THE MERITS OF
ANY SECURITIES OFFERED OR THE TERMS OF THE OFFERING, NOR DOES IT PASS UPON THE
ACCURACY OR COMPLETENESS OF ANY OFFERING CIRCULAR OR SELLING LITERATURE.
THESE SECURITIES ARE OFFERED UNDER AN EXEMPTION FROM REGISTRATION; HOWEVER,
THE COMMISSION HAS NOT MADE AN INDEPENDENT DETERMINATION THAT THESE
SECURITIES ARE EXEMPT FROM REGISTRATION.



NOTICE TO NEW HAMPSHIRE RESIDENTS:

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR
A LICENSE HAS BEEN FILED WITH THE STATE OF NEW HAMPSHIRE NOR THE FACT
THAT A SECURITY IS EFFECTIVELY REGISTERED OR A PERSON IS LICENSED IN THE
STATE OF NEW HAMPSHIRE CONSTITUTES A FINDING BY THE SECRETARY OF
STATE THAT ANY DOCUMENT FILED UNDER RSA 421-B IS TRUE, COMPLETE AND
NOT MISLEADING. NEITHER ANY SUCH FACT NOR THE FACT THAT AN EXEMPTION
OR EXCEPTION IS AVAILABLE FOR A SECURITY OR A TRANSACTION MEANS THAT
THE SECRETARY OF STATE HAS PASSED IN ANY WAY UPON THE MERITS OR
QUALIFICATIONS OF, OR RECOMMENDED OR GIVEN APPROVAL TO, ANY PERSON,
SECURITY, OR TRANSACTION. IT IS UNLAWFUL TO MAKE, OR CAUSE TO BE MADE,
TO ANY PROSPECTIVE INVESTOR, CUSTOMER, OR CLIENT ANY REPRESENTATION
INCONSISTENT WITH THE PROVISIONS OF THIS PARAGRAPH.

This Company:
[] Has never conducted operations.
[] Is in the development stage.
] Is currently conducting operations.
X] Has shown a profit in the last fiscal year.
] Other (Specify):
(Check at least one, as appropriate)

—

This offering has been registered for offer and sale in the following states:

State State File No. Effective Date
Maine 2-1254 September 10, 2003
New Hampshire (does not assign file numbers) September 23, 2003
Vermont 51298-23 August 18, 2003

Massachusetts 03037573 September 15, 2003
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THIS OFFERING CIRCULAR CONTAINS ALL OF THE REPRESENTATIONS BY
THE COMPANY CONCERNING THIS OFFERING, AND NO PERSON SHALL MAKE
DIFFERENT OR BROADER STATEMENTS THAN THOSE CONTAINED HEREIN.
INVESTORS ARE CAUTIONED NOT TO RELY UPON ANY INFORMATION NOT
EXPRESSLY SET FORTH IN THIS OFFERING CIRCULAR.

This Offering Circular, together with Financial Statements and other Attachments,
consists of a total of 234 pages.



THE COMPANY

Exact corporate name: Associated Grocers of Maine, Inc.

State and date of incorporation: Maine, March 10, 1953

Street address of principal office: 1000 Brunswick Avenue, Gardiner, Maine 04345

Company Telephone Number:  (207) 582-6500

Fiscal year: Ends on the last Friday of March

Person(s) to contact at Company with respect to offering: Michael E. Westort, President, Chief
Executive Officer

Telephone Number (if different from above): (__)

RISK FACTORS

List in the order of importance the factors which the Company considers to be the most
substantial risks to an investor in this offering in view of all facts and circumstances or which
otherwise make the offering one of high risk or speculative (i.e., those factors which constitute
the greatest threat that the investment will be lost in whole or in part, or not provide an
adequate return).

(1

)

Nontransferable Securities. The securities offered hereby (the “Securities™) are not
certificated and are not transferable from one holder to another. See “Description of
Securities”.

Subordination. The Securities will generally be subordinated in right of payment to
other indebtedness of the Company, including without limitation bank loans, whether
now existing or arising in the future. As of March 28, 2003, the Company had
outstanding approximately $3.0 million of obligations which ranked senior to the
Securities; as of January 30, 2004, the Company had $3,975,000 of obligations senior
to the Securities. Under the current financing, for so long as the Company is not in
compliance with the terms of any senior indebtedness, the Company generally will not
be entitled to make interest or principal payments to the holders of the Securities. In
the event of the bankruptcy or insolvency of the Company, holders of senior
indebtedness would generally be entitled to full payment before any payments may be
made to holders of the Securities, and holders of the Securities may therefore receive
only partial payment or no payment of amounts due on such Securities. If the
Company’s bank refuses to allow the Company to make payments on the Securities, or
if the Company becomes bankrupt or insolvent, the Securities, despite their terms,
would not be payable on demand and would not be applied for the purchase of
additional goods from the Company. Management is considering seeking an additional
$5,000,000 in bank debt to finance expansion of the Company’s warehouse in
Gardiner, Maine. There can be no assurances that the terms and covenants of any new
credit agreement will be as favorable as current financing, and such an increase in
senior indebtedness (from approximately $3.975 million to approximately $8.975



€)

4)

()

million) will increase the risk that the Company will not be permitted to pay interest or
principal on the Securities.

Possible Integration of Offering. The Securities are being issued in reliance upon an
exemption from the registration requirement imposed by § 5 of the Securities Act of
1933 (the ““33 Act”) pursuant to 17 C.FR. §§230.251 et seq. (“Regulation A”).
Regulation A requires that the sum of all consideration to be received for the securities
offered thereunder not exceed $5 million in the aggregate, minus any previous sales in
any offering that could be integrated with the current offering. Offerings which occur
within six months of the start of a particular offering under Regulation A are more
likely to be integrated with that Regulation A offering. If the offering of the Securities
were to be integrated with a previous offering made in reliance on Regulation A by the
Company, this could lead to the Regulation A exemption being unavailable and
purchasers of the Securities pursuant to this offering having a right to rescind such
purchase upon demand. On September 16, 2003, the Company made its last sale under
a previous offering in reliance on Regulation A; as of the same date, all persons who
were eligible to purchase such securities were informed by the Company that no further
securities sales would be made. The Company assumed that the previous offering
terminated on that date. Other than having the Form 1/A for such previous offering
continue to be qualified and on file at the Securities and Exchange Commission
(“SEC”) until March 24, 2004, the Company has taken no actions which could be
construed as an offer to sell, or a solicitation of an offer to buy, securities as defined
under the '33 Act since September 16, 2003. However, an argument could be made
that (1) the previous offering in reliance on Regulation A continued until March 24,
2004, and (i1) that the previous offering should be integrated with the current offering.

However, because the Securities are subject to repayment by the Company upon
demand by the holder thereof, the Company does not believe that the risk of integration
and its consequences pose any significant incremental risk to the Company.

Variable Interest Rate. The Securities bear interest at rates established from time to
time by the board of directors of the Company. Historically, this rate has been the
average of the prime rates as reported in the Wall Street Journal on the first day and the
last day of each six-month period, minus 1.00%; however, the actual rate established
(and the method for establishing the rate) is entirely at the discretion of the Company’s
board of directors, and there can be no assurance that such arrangements will not
change on a prospective basis and that any such changes may not be adverse to the
holders of the Securities, whether as a result of any additional indebtedness incurred by
the Company, or otherwise. See ‘“Description of Securities”.

Substantial Leverage; Ability to Service Indebtedness. The Company had total
indebtedness of $17,114,841 as of March 28, 2003, and $17,116,932 as of January 30,
2004, and stockholders equity of $2,680,895 as of March 28, 2003 and $2,898,689 as of
January 30, 2004. The Company is considering an expansion of its Gardiner, Maine
warehouse facility in the Fall of 2004, which management anticipates will be funded by
an additional bank credit of approximately $5,000,000. The Company may also incur
additional indebtedness in the future, pursuant to the Securities being offered hereby or
otherwise, subject in all cases to limitations imposed by its bank indebtedness. The
Company’s ability to make scheduled principal payments of, to pay interest on or to
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refinance its indebtedness (including the Securities), depend on its future performance
and financial results, which, to a certain extent, are subject to general economic,
financial, competitive and other factors beyond its control. The Company’s historical
financial results have been, and its future financial results are anticipated to be, subject
to substantial fluctuations. There can be no assurance that sufficient funds will be
available to enable the Company to service its indebtedness, including that arising
under the Securities, to make necessary capital expenditures, to have sufficient
availability of working capital, or to comply with the terms of its current or future
senior indebtedness. The degree to which the Company is or may become leveraged
could have important consequences to the holders of the Securities, including, but not
limited to, the following:

1) The Company’s ability to obtain additional financing in the future could be
limited;

(11) Substantially all of the Company’s borrowings are at variable rates of interest,
which could result in higher interest expense in the event of increases in
interest rates;

(i)  The Company may be more vulnerable to downturns in its business or in the
general economy and may be restricted from exploiting business opportunities;
and

(iv) The Company’s existing bank indebtedness contains financial and restrictive
covenants that limit the ability of the Company to, among other things, borrow
additional funds, dispose of assets, or repay subordinated debt. Failure by the
Company to comply with such covenants could result in an event of default
which, if not cured or waived, could have a material adverse effect on the
Company. See “Description of Securities” and “Management’s Discussion and
Analysis of Certain Relevant Factors”.

Competition.  The wholesale grocery supply industry is highly competitive.
Competition is based on price, quality and customer service. Although the Company
believes it has a strong market presence in its chosen markets and in the geographical
regions in which it operates, and that it provides quality goods at competitive prices
together with superior customer service, competitive pressures may increase as
competitors attempt to gain more market share by lowering prices and/or enhancing
levels of customer service. Competition in the markets served by the Company (and
those it intends to enter) comes from companies of various sizes, some of which are
larger and have substantially greater financial and other resources than the Company
and may therefore be better situated to withstand adverse economic or market
conditions than can the Company. In addition, the Company’s customers face rigorous
competition from larger, better financed grocery chains and convenience stores. Larger
competitors can better withstand adverse economic or market conditions than can many
of the Company’s customers, and may have additional competitive advantages
attributable to greater buying power and the ability to offer broader ranges of products.
In addition, such competitors may be geographically more diversified than the
Company’s customers and can therefore better withstand adverse regional or local
economic conditions. Negative effects on the Company’s customers from competition
in the retail grocery market would adversely affect the Company’s financial condition
and operating results, and such effects could be material. See “Business and
Properties”.
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Key Customers. The Company has several large customers, many of whom are subject
to cyclicality in their businesses and have in the past varied, and may in the future vary,
their levels of business with the Company significantly from period to period. The loss
or business failure of one or more of such customers, or a weak or declining market in
which such customers reduce orders or become unable to pay amounts due to the
Company, could have a material adverse effect on the Company.

Dependence on Sources of Supply: Dependence on Central Warehousing Facility. The
Company’s operations depend upon obtaining on a timely basis adequate supplies of
quality goods with which it supplies its own customers in turn, and upon the continuous
use of its central warehousing facility in Gardiner, Maine. From time to time, suppliers
may extend delivery times, limit supply to the Company or increase prices due to
capacity constraints or other factors. Any interruption in the Company’s ability to use
the Gardiner facility, as could occur in connection with an expansion of that facility, as
is currently under consideration, could adversely affect the Company’s results of
operations; the Company currently believes that this is unlikely to occur. Results of
operations could also be adversely affected if the Company were unable to obtain
adequate supplies of quality goods in a timely manner or if there were significant
increases in the costs of its goods, although historically the Company has been able to
pass along such costs to its customers and believes that it is unlikely that the Company
would uniquely experience such cost increases.

Regional Economic Conditions. The Company’s business is generated entirely from
customers located and doing business in the Northern New England states. The regional
economy may experience significant economic downturns in which the Company may
show stagnation or decline in revenues, as occurred in the late 1980s and early 1990s.
Accordingly, the Company’s financial condition, particularly in light of its leveraged
condition, could be adversely affected by a worsening in the regional economy.

Possible Environmental Liabilities and Compliance Costs. The Company learmned in
1997 that soil and groundwater petroleum contamination occurred at property owned
by its wholly-owned subsidiary, A. G. Development Corp., in Corinth, Maine, due to
leakage of underground storage tanks prior to their removal in 1986. The property was
sold to a third party unrelated to the Company in May 1999, but the Company and A.
G. Development Corp. remain legally responsible for the costs of remediation of the
site and for any fines or third party claims raised in connection therewith, The
Company established its eligibility to receive indemnification from the state of Maine
for costs associated with this clean-up and third party claims, up to a maximum of $1
million; of this indemnification, approximately $560,000 remains available. Although
the Company currently believes that no fines will be assessed and that it is eligible for
indemnification sufficient to cover all of the expected costs of the remaining
remediation and third party claims, there can be no assurance that fines will not be
imposed on the Company, or that the Company will not be required to make
unindemnified payments for additional environmental remediation or third party
claims. See “Litigation” below for more information.

Outcome of Rescission Offer. The Company is offering to all current holders of the
Company’s Class A shares, Class B shares and Variable Rate Subordinated Debt
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Securities (Excess) purchased in the period between March 1, 2003 and September 16,
2003 a rescission right, entitling them to elect, during the period ending thirty (30) days
after the qualification of this Offering Statement, to rescind any such purchases. The
maximum liability of the Company to shareholders pursuant to this rescission offer is
$1,513,734, plus interest. Management does not anticipate that any substantial
rescissions will be effected, due to the Company’s present financial condition and the
fact that the securities covered by this offer are already subject to payment on demand
by their terms. However, there can be no assurance that a substantial amount of these
Securities will not be tendered for repurchase under the rescission offer. A high level
of tender by securities holders could cause the Company to experience liquidity
shortfalls, the consequences of which would be material and adverse to the Company
and purchasers of the Securities.

Seasonality. The wholesale grocery supply business is highly seasonal and, in Maine,
is dependent in part on tourism. The Company realizes, on average, approximately
36% of its annual revenues during the period from Memorial Day through Labor Day.
The Company typically experiences operating losses for the period from November
through March. There can be no assurance that the Company will be able to finance its
capital requirements from external or internal sources during this period. The
substantial degree of seasonality of the Company’s revenues increases the impact of
adverse events on operating results, including events negatively impacting tourism in
the State of Maine.

Risks Associated with Growth. The Company presently intends to expand its activities
in the States of New Hampshire, Massachusetts and Vermont. See “Business and
Properties.”  Such growth could place a significant strain on the Company’s
management, employees and operations. Such growth is likely to increase the
operating complexity of the Company and the level of responsibility for new and
existing management. Unexpected difficulties during expansion, the failure to attract
and retain qualified employees, or the Company’s inability to respond effectively to
recent growth, could have a material adverse effect on the Company. The Company
needs to undertake physical expansions and capital improvements in order to effectuate
its expansion plans, particularly with regard to the warehousing and distribution of
perishable goods. The Company currently is considering whether to embark on a
43,000+ square foot perishable goods addition to its warehouse in Gardiner, Maine, in
the Fall of 2004.

Dependence on Key Personnel. The Company’s success depends in part upon the
continuity of the Company’s management team, taken as a whole, and the continued
contributions of key management, sales and marketing personnel, certain of whom
would be difficult to replace. The loss of the services of certain of these executives
could have an adverse effect on the Company. There can be no assurance that the
services of such personnel will continue to be available.

Use of Proceeds for Working Capital; Management Discretion. The proceeds of the
offering are intended to be used for the Company’s working capital needs. This broad
category confers upon management of the Company substantial discretion with respect
to the specific applications of such funds, as to which investors in the Securities will
have very limited influence.




(16)  Continuous Offering. The offering of Securities described in this Offering Circular will
be made on a continuous basis beginning on the date of this Offering Circular,
Although the Company intends to amend this Offering Circular to reflect material
developments 1f, as and when they occur, the Company’s business, financial condition
and operating results will be subject to change during such period.

(17)  Absence of Minimum Offering Amount. Because the offering is not subject to or
conditioned upon any minimum level of proceeds, there can be no assurance as to the
adequacy of the proceeds of the offering to address the needs identified in Question
No. 9, “Use of Proceeds.” In 2003 and 2002, the Company relied on a net positive
funding from sales of securities and required capital deposits, after redemptions, of
$575,000 and $598,000, respectively, together with cash generated from operations, to
repay its debt and fund operations. Without these funds, the Company would have to
look to other sources for funds to repay its debt and support operations.

Note: In addition to the above risks, businesses are often subject to risks not foreseen or fully
appreciated by management. In reviewing this Offering Circular potential investors should keep in mind
other possible risks that could be important.

BUSINESS AND PROPERTIES
3. With respect to the business of the Company and its properties:
(a) Describe in detail what business the Company does and proposes to do, including what

products or goods are or will be produced or services that are or will be rendered.

Associated Grocers of Maine, Inc. (“AG” or the “Company”) is
principally engaged in the business of purchasing, warehousing, selling and
delivering to its member-stockholders and certain other customers all
groceries and other products generally sold by retail grocers. AG has been in
continuous operation since 1953. Its membership and customer base is
comprised entirely of independent retail grocers—those not part of a
supermarket chain (such as Shaw’s or Hannaford’s). Presently, the vast
majority of AG’s customers are located in the State of Maine. In recent
years, AG has begun to establish relationships with customers located in
New Hampshire, Vermont and Massachusetts, and management presently
intends to expand the Company’s activities in those states.

The Company purchases, warehouses, sells and delivers to its
member-shareholders, on a cooperative basis, a wide array of products sold
by retail grocers, from national and regional brands (such as Proctor &
Gamble, Nabisco, Hormel, Kraft, General Mills, Jordan and Oakhurst) as
well as private label products sold under the Shurfine label, including meats,
deli products, seafood, bakery items, produce, frozen foods, dairy products,
canned goods and dry groceries. AG’s regular product offerings are
comprised of over 16,000 SKUs (stock keeping units, or individual
products), and it also executes special orders on request. These products are
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delivered to and warehoused at AG’s 220,000 square foot facility located in
Gardiner, Maine, and from there are delivered by AG to its customers’ store
locations. The Company’s pricing of its products generally reflects its cost
of goods, plus its gross margin and a warehouse/delivery charge. Billing
terms are generally net 7 days after delivery. Payments are ordinarily
collected by AG’s drivers upon the delivery of the customer’s next order,
although some multi-store accounts with centralized accounting mail in their
payments following delivery.

AG also provides several services to its member-shareholders /
customers that complement its product offerings. AG personnel regularly
visit customers’ stores and provide analyses of customers’ operations and
offer suggestions for revenue enhancement and cost controls, including
merchandising and promotional assistance. AG also offers assistance in
design and expansion planning for customers. The Company administers for
customers’ benefit numerous marketing programs, including pass-through
special pricings, deals and promotions, and manufacturers’ advertising rebate
programs. AG also offers its customers assistance in preparing, targeting,
distributing and implementing newspaper, direct mail and other advertising.
The Company also assists its member-shareholders in setting up automated
systems, including point of sale and direct store delivery systems, to enable
more timely and accurate internal data gathering and product ordering. AG
offers assistance to its member-shareholders in implementing accounting and
bookkeeping systems, generating financial statements and other reports, and
obtaining financing for store improvements and expansions. AG charges on
an hourly and cost-plus basis for certain of such services, including
advertising and accounting. Revenues from advertising services, for
example, totaled approximately $748,000 in the fiscal year ended March 28§,
2003, or approximately 0.6% of total revenues for such period. The
Company also performs market research and analysis to identify locations
where existing or potential member-shareholders might establish retail
locations, with or without assistance from A.G. Development Corp.

Through AG’s wholly-owned subsidiary, Allied Insurance Agency of
Maine, Inc., member-shareholders (and others) can obtain business and
personal insurance coverages, including property insurance, liability
insurance, automobile insurance, bonding for commercial businesses,
workers’ compensation insurance, life insurance and health insurance. AG’s
wholly-owned subsidiary, A.G. Development Corp., leases retail locations
and store equipment and sub-leases those locations and equipment to
qualified  independent  store  operators who  become  AG
member-shareholders; at the current time, no such sub-leases are
outstanding.

Describe how these products or services are to be produced or rendered and how and
when the Company intends to carry out its activities. If the Company plans to offer a
new product(s), state the present stage of development, including whether or not a
working prototype(s) is in existence. Indicate if completion of development of the
product would require a material amount of the resources of the Company, and the
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estimated amount. If the Company is or is expected to be dependent upon one or a
limited number of suppliers for essential raw materials, energy or other items,
describe. Describe any major existing supply contracts.

The Company acquires the products it resells to its
member-shareholders from over 2,500 manufacturers, vendors and brokers.
These products are shipped to the Company’s warehouse. In most cases,
discounts ranging from 2 - 2 3/4% of invoice are available for prompt payment;
the Company has historically obtained such discounts, and intends to continue
to do so. Management believes that, due to the diversity of its supplier base
and the availability of alternative sources of supply, none of these individual
arrangements is of such substantial importance to the Company that the loss
thereof would materially and adversely affect the Company’s operations.

The Company warchouses goods received from its vendors at its
220,000 square foot facility located in Gardiner, Maine, which AG owns and
operates. Management is currently considering a 43,000 square foot expansion
of the perishable goods portion of the facility in light of increased demand in
the dairy, frozen, bakery, meat, deli and produce departments, resulting from
higher sales volumes and a change in retail product mix. Bids have been
received indicating a projected cost for such expansion of approximately $5
million. Other than the need to expand the perishable goods portion of the
warchouse, Management believes that this facility will otherwise be sufficient
to accommodate additional volume that may result from AG's expansion
activities for the foreseeable future. Construction of this facility is presently
being considered for the Fall of 2004, and management expects that any such
expansion would be financed entirely through bank lending. AG delivers
products to its member-shareholders by means of its 22 truck fleet and
approximately 79 employees involved in warehousing and shipping operations.
The value-added services provided by the Company to its
member-shareholders (see Question No. 4(a)) are provided both on-site at the
customers’ premises and from the Company’s own offices by approximately 98
of its employees.

Describe the industry in which the Company is selling or expects to sell its products or
services and, where applicable, any recognized trends within that industry. Describe
that part of the industry and the geographic area in which the business competes or
will compete.

Indicate whether competition is or is expected to be by price, service, or other basis.
Indicate (by attached table if appropriate) the current or anticipated prices or price
ranges for the Company's products or services, or the formula for determining prices,
and how these prices compare with those of competitors’ products or services,
including a description of any variations in product or service features. Name the
principal competitors that the Company has or expects to have in its area of
competition. Indicate the relative size and financial and market strengths of the
Company's competitors in the area of competition in which the Company is or will be
operating. State why the Company believes that it can effectively compete with these
and other companies in its area of competition.
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The Company competes in the wholesale market for sales of groceries
and other goods and related services to retail grocers. The Company presently
provides its goods and services principally to its member-shareholders located
in Maine, and also provides goods and services to a smaller number of
member-shareholders in New Hampshire, Massachusetts and Vermont. The
Company intends, over the next 12 months, to continue recruiting new
member-shareholders and expanding its activities in New Hampshire,
Massachusetts and Vermont. The trend in the retail grocery industry has been
toward consolidation and expansion by large supermarket chains, which
generate their own sources of supply of goods and services. The chains have
grown or expanded by acquiring independent retail grocers, or by driving
independent grocers out of business through competition. Retail grocers have
also faced increased competition from other store formats, such as mass
merchandisers and discount drug store chains, which, like the supermarket
chains, have their own sources of supply. This competition, while directly
affecting retail grocers, also indirectly (but significantly) affects the
wholesalers, such as AG, that supply them.

The number of wholesalers competing with the Company has declined
over the last 15 years, due to consolidations and decisions by wholesalers to
exit the marketplace. This trend, management believes, has benefited the
Company by enabling it more clearly to differentiate itself from the remaining
competition on the basis of its customer service.

Competition for the Company’s customer and membership base
(independent retail grocers) is based upon a combination of member discounts,
product quality, product variety and value-added services (see Question No.
4(a)) provided to customers. Management believes that the Company’s prices
are, in most cases, equal to those of its competitors, but that in some instances
Company prices are higher or lower than competitors. Pricing variations are
most often attributable to, and reflect, product quality variations, which in turn
reflect strategic choices made by the wholesaler as to its present and
prospective customers’ relative preferences with respect to these criteria. AG
does not believe that there are significant differences between the products and
services it offers and those offered by its competitors.

The Company’s principal competitors are SuperValu (a publicly traded
grocery chain headquartered in Minneapolis, Minnesota), Hannaford Bros. (the
owner of the Shop & Save supermarket chain, which is headquartered in
southern Maine), Pine State Trading (an Augusta, Maine-based convenience
store supplier and beer distributor), Associated Grocers of New England (a
cooperative similar to AG based in Manchester, New Hampshire)} and C&S
Wholesaler (a large wholesaler based in Vermont, servicing primarily °
chain-store accounts). Currently, management believes that SuperValu has a
strong competitive presence in all four of these states; Hannaford Bros. and
Pine State are strong competitors in all but Massachusetts; C&S has a strong
presence in all but Maine; while Associated Grocers of New England plays a
significant role only in New Hampshire. Some of these competitors are
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substantially larger than AG. Larger size enables these competitors to buy
products in larger quantities and obtain better pricing on some (but not all)
products than is extended to AG and other smaller wholesalers. However,
management believes, based in part on comparisons of competitors’ invoice
prices to retailers, that the larger operators are, in many cases, less
cost-efficient than AG, thereby narrowing or eliminating this initial pricing
advantage. Management expects that the proposed expansion of the Gardiner,
Maine warehouse to handle greater quantities of perishable goods more
efficiently would improve the Company’s ability to compete by reducing its
cost of operations and allowing AG to offer an even larger variety and quantity
of perishable goods to its current and future member-shareholders.
Management also believes that AG can effectively compete in Maine due to
AG’s reputation for delivering more, higher-quality value-added services to its
member-shareholders than do its principal competitors. AG also offers multiple
advertising programs, which management believes are attractive to independent
retailers across a wide spectrum of sizes and strategies.

Note: Because this Offering Circular focuses primarily on details concerning the Company rather than
the industry in which the Company operates or will operate, potential investors may wish to conduct
their own separate investigation of the Company's industry to obtain broader insight in assessing the
Company's prospects.

(d)

Describe spetifically the marketing strategies the Company is employing or will
employ in penetrating its market or in developing a new market. Set forth in response
to Question 4 below the timing and size of the results of this effort which will be
necessary in order for the Company to be profitable. Indicate how and by whom its
products or services are or will be marketed (such as by advertising, personal contact
by sales representatives, etc.), how its marketing structure operates or will operate and
the basis of its marketing approach, including any market studies. Name any
customers that account for, or based upon existing orders will account for, a major
portion (20% or more) of the Company's sales. Describe any major existing sales
contracts.

AG intends to employ a variety of methods in expanding its
membership and presence in New Hampshire, Vermont and Massachusetts,
including extensive personal contact by sales representatives with prospective
members, emphasizing the Company’s price competitiveness, high-quality,
diverse product offerings and superior value-added services. In addition, the
Company intends to advertise through industry publications and to promote
itself at industry trade shows in each of the states in which the Company is
active. AG intends to continue to pursue these efforts in Maine as well, in
order to maintain and expand its membership in that market.

Management believes that the Company can make substantial further
inroads into the northern Massachusetts independent retailer market. The
Company intends to offer products and services virtually identical to those
currently being offered in Maine, Vermont and New Hampshire. Management
believes that, geographically, further expansion by AG into northern
Massachusetts (particularly the areas bordering New Hampshire and Vermont)
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complements its existing operations. AG intends to focus its efforts in northern
Massachusetts on those retailers who would utilize AG’s customer services and
to whom product deliveries would be most logistically feasible.

The Company has no single customer that accounts for 6% or more of
its annual sales.

State the backlog of written firm orders for products and/or services as of a recent date
(within the last 90 days) and compare it with the backlog of a year ago from that date.

As of: January 31, 2004 $2,475,000
(a recent date)

As of: January 31, 2003 $2,503,000
(one year earlier)

Explain the reason for significant variations between the two figures, if any. Indicate
what types and amounts of orders are included in the backlog figures. State the size of
typical orders. If the Company's sales are seasonal or cyclical, explain.

Because the economies of the States of Maine, New Hampshire and Vermont
rely heavily on tourism, the Company’s operations (as well as those of many of its
customers) are seasonal in nature. The peak tourism in these states is generally from
Memorial Day weekend through Labor Day weekend, during which period AG’s
volume of sales increases as much as 15% over average weekly figures.

As of March 31, 2003, the Company’s average weekly sales per store are
approximately $7,284 versus an average of $8,811 in the prior year. This decrease was
largely the result of lower prices for beef, pork, dairy products, and cigarettes, with the
total quantities of products delivered to existing accounts remaining approximately the
same.

More recently, average weekly sales per store in the period beginning
March 31, 2003 through January 30, 2004 was $8,397. This apparent increase over the
prior fiscal year was largely due to the cyclicality of the Company’s business and the
distortion inherent in comparing the full fiscal year ended March 31, 2003 with the ten
month period ended January 30, 2004,

Due to the geographical concentration of the Company’s business, its sales
reflect to a substantial degree general and local economic conditions affecting northem
New England, and are, in that respect, cyclical.

State the number of the Company's present employees and the number of employees it
anticipates it will have within the next 12 months. Also, indicate the number by type of
employee (i.e., clerical, operations, administrative, etc.) the Company will use, whether
or not any of them are subject to collective bargaining agreements, and the expiration
date(s) of any collective bargaining agreement(s). If the Company's employees are on
strike, or have been in the past three years, or are threatening to strike, describe the
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dispute. Indicate any supplemental benefits or incentive arrangements the Company
has or will have with its employees.

The Company currently has 184 full-time and part-time employees,
and does not anticipate any significant change in that number within the next
12 months. The Company’s employees break down along functional lines as

follows:
Management 11
Clerical 39
Administrative 48
Operations 60
Drivers 26

Warehouse operations and driver personnel are members of the International
Brotherhood of Teamsters. The Company and the unionized employees
negotiated a contract that expires on August 31, 2006.

The only significant supplemental benefit program which the
Company makes available to its employees.is a profit sharing bonus program
extended to management, whereby the management team is entitled to receive
10% of the Company’s total consolidated pre-tax profits in the event such
profits exceed $200,000 in any year. The disbursement of this pool of funds is
at the discretion of the Chief Executive Officer based upon individual
performance as well as achievement of departmental budget objectives. The
Company has made six distributions under this program: with respect to fiscal
year 1996-97, an aggregate amount of $52,661, with respect to fiscal year
1997-98, an aggregate amount of $77,131, and with respect to fiscal year
1998-99, an aggregate amount of $92,126, with respect to fiscal year 1999-
2000, no distribution was made, with respect to fiscal year 2000-2001, an
aggregate amount of $41,376 was paid, with respect to fiscal year 2001-2002,
an aggregate amount of $54,000 was distributed, and with respect to fiscal year
2002-2003, an aggregate amount of $35,950 was distributed.

Describe generally the principal properties (such as real estate, plant and equipment,
patents, etc.) that the Company owns, indicating also what properties it leases and a
summary of the terms under those leases, including the amount of payments, expiration
dates and the terms of any renewal options. Indicate what properties the Company
intends to acquire in the immediate future, the cost of such acquisitions and the sources
of financing it expects to use in obtaining these properties, whether by purchase, lease
or otherwise.

The Company’s wholly-owned subsidiary, A.G. Development Corp.,
owns a 122.6-acre commercial/industrial park facility in Gardiner, Maine. The
park is mortgaged to secure indebtedness of the Company under an Urban
Development Action Grant obligation provided through the City of Gardiner,
Maine, which obligation had an aggregate outstanding balance of $580,887 as
of January 30, 2004, The book value of the land and improvements at the park
(excluding AG’s premises) as of March 28, 2003 was approximately $75,000,
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with a market value, in management’s opinion, of approximately $75,000. AG
itself owns its facility, which is located within the A. G. Development Corp.
commercial/industrial park, and which is comprised of the Company’s
executive offices, as well as its 220,000 square foot warehousing and shipping
facilities. The facility includes modern frozen and refrigerated goods storage
equipment and automated product handling equipment, and is in good repair.
Management believes, however, that the efficiency of the Company’s
operations, and the quality and diversity of product that it can offer to its
customers, would be improved by an expansion of this facility’s ability to
handle perishable goods. This expansion, which would add an additional
43,000 square feet to the warehouse, is currently being considered by
management of the Company for the Fall of 2004. Such an expansion would
not affect the ability of the Company to continue its normal operations, but
would require the Company to incur approximately $5,000,000 in additional
bank debt. The expansion would allow the Company to better respond to
increased demand in the market for greater quantities and greater variety of
product in the dairy, frozen, bakery, meat, deli and produce departments.
Management believes that the property is sufficient to accommodate the
additional volume of non-perishable goods that may result from the Company’s
activities in the foreseeable future. This property has been mortgaged to secure
the Company’s bank indebtedness. See ‘“Capitalization”. Management
believes that the current fair market value of this facility is approximately $10
million. The facility was originally constructed for a total cost (including
subsequent improvements) of approximately $5,800,000.

As part of the Company’s retail development strategy, A. G.
Development Corp. may purchase or enter into leases of retail grocery sites
with a view to subleasing them to qualified retailers who would then become
member-shareholders and purchase their inventory from the Company. A.G.
Development Corp. is not presently party to any such agreement, but the
Company has provided a guarantee for the payment of $5,000 per month in
lease payments by sub-tenant in a similar arrangement for a retail property
located in Skowhegan, Maine, until the year 2006.

In addition, the Company has leased, from a variety of sources,
computers and other office equipment, as well as vehicles and forklifts, for use
in its operations. The future minimum rental payments occurring under these
leases total approximately $2,807,000 as of March 28, 2003; management
believes that the total of future minimum rental payments has not materially
changed as of the date hereof. Although the company may lease additional
tractor trailers to replace similar items that are no longer useable, management
does not anticipate the need for substantial new lease obligations in the near
future.

Indicate the extent to which the Company's operations depend or are expected to
depend upon patents, copyrights, trade secrets, know-how or other proprietary
information and the steps undertaken to secure and protect this intellectual property,
including any use of confidentiality agreements, covenants-not-to-compete and the like.
Summarize the principal terms and expiration dates of any significant license
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agreements. Indicate the amounts expended by the Company for research and
development during the last fiscal year, the amount expected to be spent this year and
what percentage of revenues research and development expenditures were for the last
fiscal year.

There are no significant items of intellectual property in the
Company’s business, nor is it a party to any significant license agreements.
The Company does not expend any of its funds on research and development
activities, as the success of its business does not depend on such efforts.

If the Company's business, products, or properties are subject to material regulation
(including environmental regulation) by federal, state, or local governmental agencies,
indicate the nature and extent of regulation and its effects or potential effects upon the
Company.

The Company is subject to customary health inspections by the United
States Department of Agriculture with respect to its handling and
storage practices for certain products. Although it, like other
businesses, is also subject to occupational safety, environmental, land
use and other regulation, management does not believe that
compliance with such regulations involves material expense or
substantial burdens on the Company’s operations, other than as set
forth in paragraph (10) under “Risk Factors”. The principal regulatory
agencies to which the Company is responsible are as follows: The
Maine Department of Environmental Protection, the Maine
Department of Labor, the Maine Liquor Commission, the Maine
Transportation Department, the U.S. Occupational Safety and Health
Administration, the U.S. Department of Labor, the U.S. Department of
Agriculture and U.S Department of Justice--Federal Drug and
Enforcement Agency.

The Company’s subsidiary, Allied Insurance Agency, is subject:to
supervision by the Maine Bureau of Insurance. The insurance
products sold by Allied Insurance Agency are described in the
response to Question No. 3(a).

Except with respect to environmental contamination at A. G.
Development Corp.’s Corinth facility (see Question Nos. 2(10) and
43), neither the Company nor any of its subsidiaries has, to
management’s knowledge, committed any material regulatory
violations.

State the names of any subsidiaries of the Company, their business purposes and
ownership, and indicate which are included in the Financial Statements attached
hereto. If not included, or if included but not consolidated, please explain.

1. Allied Insurance Agency of Maine, Inc., 100% of stock owned by AG.
Engaged in the insurance agency business, principally providing
commercial and personal coverages to AG’s customers, their
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employees and the general public. This entity was formed in 1973,
and accounted for less than 1% of AG’s consolidated revenues for
fiscal 2002-03. This corporation has never been found to be in
violation of Maine insurance regulations.

2. A.G. Development Corp., 100% of stock owned by the Company.
Engaged in leasing and subleasing real property and machinery and
equipment to the Company and its customers. This entity was formed
in 1973, and accounted for less than 1% of the Company’s
consolidated revenues for fiscal 2002-03.

The financial condition and operating results of Allied and A. G.
Development Corp. are included in the Company’s consolidated Financial
Statements attached hereto. The Company also owns, as of January 30, 2004,
2,942 shares of class C stock in Associated Wholesalers, Inc. (“AWI”), a
Pennsylvania-based grocery and health and beauty care distribution
cooperative, and 194,713 shares of nonvoting common stock and 1 share of
voting stock in Western Family Holding Company (“Western Family”), the
parent organization of Western Family Foods, Inc., a grocery distribution
cooperative based in Oregon. These both represent minority interests in such
entities. AWI and Western Family are cooperatives that require stock
ownership as a precondition to the purchase of goods from them. The AWI
stock and the Western Family stock were acquired for $80,956 and $194,713,
respectively. AG used to purchase its health and beauty care products on a
cross dock/central billing basis from AWIL. AG buys its private label (Shurfine)
products from Western Family.

Summarize the material events in the development of the Company (including any
material mergers or acquisitions) during the past five years, or for whatever lesser
period the Company has been in existence. Discuss any pending or anticipated
mergers, acquisitions, spin-offs or recapitalizations. If the Company has recently
undergone a stock split, stock dividend or recapitalization in anticipation of this
offering, describe (and adjust historical per share figures elsewhere in this Offering
Circular accordingly).

The Company has not experienced any such events in the past five
years, and no such events or transactions are presently pending or anticipated.

If the Company was not profitable during its last fiscal year, list below in
chronological order the events which in management's opinion must or should occur
or the milestones which in management's opinion the Company must or should reach
in order for the Company to become profitable, and indicate the expected manner of
occurrence or the expected method by which the Company will achieve the
milestones.

Not applicable.
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OFFERING PRICE FACTORS

If the securities offered are common stock, or are exercisable for or convertible into common
stock, the following factors may be relevant to the price at which the securities are being

offered.

What were net, after-tax earnings for the last fiscal year? (If losses, show in parenthesis.)
Total $127,307.

If the Company had profits, show offering price as a multiple of earnings. Adjust to reflect for
any stock splits or recapitalizations, and use conversion or exercise price in lieu of offering

price, if applicable.
Not applicable — Securities are debt instruments.

(a) What is the net tangible book value of the Company? (If deficit, show in parenthesis.)
For this purpose, net tangible book value means total assets (exclusive of copyrights,
patents, goodwill, research and development costs and similar intangible items) minus
total linbilities.

$2,898,689 as of January 30, 2004,

If the net tangible book value per share is substantially less than this offering (or exercise or
conversion) price per share, explain the reasons for the variation.

Not applicable.

(b) State the dates on which the Company sold or otherwise issued securities during the
last 12 months, the amount of such securities sold, the number of persons to whom they
were sold, any relationship of such persons to the Company at the time of sale, the
price at which they were sold and, if not sold for cash, a concise description of the
consideration. (Exclude bank debt.)

During the one year period preceding the date of this Offering Circular, the
Company issued $1,423,302 in principal amount (gross) of its Variable Rate
Subordinated Notes (Excess) to approximately 200 purchasers, all of whom were
customers and shareholders of the Company. During the same period, the Company
sold 16 Class A shares to 16 customers of the Company, for total consideration in the
amount of $40,432, and 20 Class B shares to 19 customers of the Company, for total
consideration in the amount of $50,000. All sales were for cash. No such instruments
were sold during the period between September 16, 2003 and the date hereof.

Pursuant to guidance provided by the SEC’s Division of Corporation Finance,
the Company has revised the terms of the Class A and Class B shares such that they are
no longer securities within the definition of the *33 Act.

As described elsewhere in this Offering Circular, the Company will be offering
rescission to all purchasers of the above instruments in the 30 days following the
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qualification of this Offering Circular. The total value of all such instruments subject
to such rescission offer is $1,513,734. Of such rescission instruments, $84,202 in
original purchase price are held by three (3) directors of the Company (or persons
owned, affiliated or operated by such three directors), and none are held by its
executive officers; the Company does not expect that any such directors or affiliated
persons will seek rescission in connection with any such rescission instruments.

What percentage of the outstanding shares of the Company will the investors in this

‘offering have? (Assume exercise of outstanding options, warrants or rights and

conversion of convertible securities, if the respective exercise or conversion prices are
at or less than the offering price. Also assume exercise of any options, warrants or
rights and conversions of any convertible securities offered in this offering.)

Not applicable — Securities are debt instruments.

What post-offering value is management implicitly attributing to the entire Company by
establishing the price per security set forth on the cover page (or exercise or
conversion price if common stock is not offered)? (Total outstanding shares after
offering times offering price, or exercise or conversion price if common stock is not

offered.)

If maximum is sold: Not applicable - Securities are debt instruments.

(For above purposes, assume outstanding options are exercised in determining
"shares" if the exercise prices are at or less than the offering price. All convertible
securities, including outstanding convertible securities, shall be assumed converted
and any options, warrants or rights in this offering shall be assumed exercised.)

* These values assume that the Company's capital structure would be changed to
reflect any conversions of outstanding convertible securities and any use of outstanding
securities as payment in the exercise of outstanding options, warrants or rights
included in the calculation. The type and amount of convertible or other securities thus
eliminated would be: Not applicable.

These values also assume an increase in cash in the Company by the amount of any
cash payments that would be made upon cash exercise of options, warrants or rights
included in the calculations. The amount of such cash would be: Not applicable.

Note: After reviewing the above, potential investors should consider whether or not the
offering price (or exercise or conversion price, if applicable) for the securities is
appropriate at the present stage of the Company's development.

USE OF PROCEEDS

The following table sets forth the use of the proceeds from this offering:
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If Maximum

Sold

Amount %
Total Proceeds $3,486,266(1) 100%
Less: Offering Expenses
Commissions and Finders Fees $0
Legal & Accounting $10,000
Copying & Advertising $1,000
Other (Specify): $0
Net Proceeds from Offering $3,475,266
Use of Net Proceeds
Working capital $3,475,266(2) 100%

Total Use of Net Proceeds $3.475,266 100%

(D

()

Total maximum cash proceeds to the Company in light of (i) prior sales and (ii) the rescission
offer. As described more fully elsewhere in this Offering Circular, during the 30-day period
commencing on the date of this Offering Circular, the Company is offering rescission to those
persons who purchased securities of the Company in the period between March 1, 2003 and
September 16, 2003 for a total of up to $1,513,734. The Company does not anticipate that any
significant amount of such Securities will be tendered for repurchase; however, in the event that
such Securities are tendered for repurchase, the Company intends to utilize its existing cash
together with, to the extent necessary, proceeds of this offering to fund such repurchases.

None of the proceeds of the offering will be paid to officers or directors of the Company or their
affiliates or associates. Officers and directors of the Company will be extended rescission
offers for Securities in the aggregate amount of $84,202, as discussed in Section 7(b) above.

(b) If there is no minimum amount of proceeds that must be raised before the Company
may use the proceeds of the offering, describe the order of priority in which the
proceeds set forth above in the column "If Maximum Sold” will be used.

In the event and to the extent that any of the rescission offerees exercise their rights
(see note (1) to table in Question No. 9(a)), because any such transactions would occur
within the 30-day period beginning on the date of this Offering Circular, the Company
would first apply cash and available borrowings under its line of credit to effectuate
such rescissions, and, to the extent necessary, proceeds of the offering. However, as
discussed elsewhere, management does not anticipate that any substantial rescissions
will occur. If that proves to be the case, management intends to apply the proceeds of
the offering to the following uses, in the following order of priority:
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1. Purchasing inventory for resale;

2. Repayment of line of credit and other indebtedness;
3. Funding of operating expenses (e.g., payroll, benefits, utilities, taxes);
4. Acquisition of machinery and equipment in the ordinary course of business.

Such uses may be subject to change, due to unanticipated fluctuations in the
Company’s operating revenues or expenses. Because (i) the Company funds its needs
from four sources—operating revenues, borrowings under its line of credit, required
capital deposits and share purchases by member-shareholders, and proceeds from sales
of Securities—and the proceeds of such efforts are essentially fungible, and (ii) the
offering is being conducted on a continuous basis following the date of this Offering
Circular, and therefore the timing of receipt by the Company of proceeds pursuant to
the offering is uncertain, it is difficult to earmark with precision the ultimate application
of these proceeds. However, in 2003 and 2002, the Company has received $575,000
and $598,000 annually in proceeds from sales of securities (net of redemptions), while
paying out annual interest on its securities ranging from $463,000 to $420,000; thus, to
that extent it, has historically been dependent upon such proceeds for the funding of its
operations. See Question No. 2(14).

Note: After reviewing the portion of the offering allocated to the payment of offering expenses,
and to the immediate payment to management and promoters of any fees, reimbursements, past
salaries or similar payments, a potential investor should consider whether the remaining
portion of his investment, which would be that part available for future development of the
Company's business and operations, would be adeguate.

(@)

If material amounts of funds from sources other than this offering are to be used in
conjunction with the proceeds from this offering, state the amounts and sources of such
other funds, and whether funds are firm or contingent. If contingent, explain.

Historically, the Company’s working capital requirements have been fulfilled
through funds generated from the Company’s operations (sales revenues) and
borrowings under the Company’s $6,000,000 revolving line of credit and a $2,000,000
revolving term loan with Fleet Bank (see Question Nos. 17(a}(7) and 19)), augmented
by proceeds from sales of its securities and required capital deposits to 1its
member-shareholders. During the fiscal years ended in March 2003, March 2002,
March 2001, March 2000 and March 1999, respectively, the Company received
proceeds from such sales of Securities and required capital deposits/'member share
purchases, net of redemptions and principal repayments, totaling $575,000, $598,000,
$65,000, $1,357,000, and $300,088, respectively. In the absence of member
resignations (with the concomitant redemption of the required capital deposits) and
principal repayments of Securities substantially in excess of historical levels, or
unforeseen events negatively affecting the availability of the Company’s ability to
borrow under its line of credit, management believes that such sources will be adequate
for the Company’s working capital needs. During the fiscal year ended March 28, 2003,
the Company had cash provided by operations of $1,056,277, had cash used from
investing activities of $860,580, reduced indebtedness by $1,312,372 and received
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$574,967 from net sales of Securities and required capital deposits/member share
purchases. This resulted in decreasing cash by $591,583. During the preceding fiscal
year, higher percentages of working capital were provided by net proceeds from sales
of Securities and required capital deposits/member share purchases.

If any material part of the proceeds is to be used to discharge indebtedness, describe
the terms of such indebtedness, including interest rates. If the indebtedness to be
discharged was incurred within the current or previous fiscal year, describe the use of
the proceeds of such indebtedness.

As reflected in Question No. 9(b), the Company may apply a portion of the
proceeds from the offering to discharge indebtedness. It is anticipated that such
repayments would involve principally:

N repayments of Securities upon- demand by the holders due to the
holders’ seasonal cash needs, which have historically totaled $1.1-2.0 million per year.;
(see Question No. 17 for discussion of interest rates and other terms of Securities); and

2 repayments of amounts outstanding under the Company’s line of credit
with Fleet Bank, which bear interest at Fleet Bank’s prime lending rate or a
LIBOR-based rate (at the Company’s option), as such rates may vary from time to time,
and are subject to the terms of the Master Loan and Security Agreement (the “Loan
Agreement”), dated as of May 12, 1998, as amended by the First Amendment to Master
Loan and Security Agreement dated October 26, 2000, and the Second Amendment to
Master Loan and Security Agreement dated October 24, 2002, between the Company
and Fleet National Bank, which is summarized below.

Under the Loan Agreement, the Company may borrow an amount equal to 85%
of its qualifying accounts receivable plus 55% of its qualifying inventory, subject to a
maximum of $6 million. Also, there is another $2,000,000 line of credit which (i) may
be applied to fund up to 80% of the purchase price of machinery and equipment, and
(i) the Company may re-lend to member stores, subject to requirements with respect to
the collateral that must be provided by such member stores. The maturity date of the
facilities 1s September 30, 2004. The Company’s obligations under the Loan
Agreement are secured by a lien on substantially all of the Company’s assets, and are
senior in right of payment to the Securities.

Other than with respect to term loans created under the sub-facilities, the
Company’s payment obligations under the Loan Agreement will consist of monthly
payments of interest, with principal subject to repayment at maturity on September 30,
2004 unless the Loan Agreement is renewed by Fleet prior thereto. The Company can
prepay principal at any time without penalty or premium, and (subject to compliance
with the borrowing formula described above and the absence of any default under the
Loan Agreement) can reborrow principal amounts previously paid.

The Loan Agreement contains customary default provisions, including
cross-defaults tied to other obligations of the Company, which entitle the bank to
demand immediate payment in full. The Loan Agreement also contains customary
affirmative and negative covenants relating to the Company’s business operations and
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financial condition, including requirements that the Company’s (i) minimum debt
service coverage ratio be not less than 1.25, (ii) minimum tangible net worth be more
than $2,597,000 plus 25% of current years after-tax earnings.

If any material amount of the proceeds is to be used to acquire assets, other than in the
ordinary course of business, briefly describe and state the cost of the assets and other
material terms of the acquisitions. If the assets are to be acquired from officers,
directors, employees or principal stockholders of the Company or their associates, give
the names of the persons from whom the assets are to be acquired and set forth the cost
to the Company, the method followed in determining the cost, and any profit to such
persons.

Not applicable.
If any amount of the proceeds is to be used to reimburse any officer, director, employee
or stockholder for services already rendered, assets previously transferred, or monies

loaned or advanced, or otherwise, explain:

Not applicable.

Indicate whether the Company is having or anticipates having within the next 12 months any
cash flow or ligquidity problems and whether or not it is in default or in breach of any note,
loan, lease or other indebtedness or financing arrangement requiring the Company to make
payments. Indicate if a significant amount of the Company's trade payables have not been paid
within the stated trade term. State whether the Company is subject to any unsatisfied
Jjudgments, liens or settlement obligations and the amounts thereof. Indicate the Company's
plans to resolve any such problems.

The Company is not presently experiencing cash flow or liquidity problems,
nor, based on currently available information, does management anticipate such
problems within the next 12 months. As discussed elsewhere in this Offering Circular,
a substantial portion of the Company’s subordinated indebtedness is, by its terms,
payable on demand (see “Capitalization” and “Description of Securities”). In addition,
under certain circumstances, the Company’s ability to make additional borrowings
under its bank credit facility could be restricted, and the lender is entitled, in the event
of a default by the Company or the lender’s good faith determination that it is insecure
with respect to the prospect of repayment, to require the repayment of all amounts
outstanding under such facility. See Question No. 10(b). Management has received no
indication that any significant erosions of its cash position are likely to occur as a result
of demands for repayment of subordinated indebtedness, or that the Company’s bank
lender has, or is likely in the foreseeable future to have, any basis for restricting the
Company’s borrowings or requiring repayment of the amounts outstanding under the
line of credit.

Indicate whether proceeds from this offering will satisfy the Company's cash requirements for
the next 12 months, and whether it will be necessary to raise additional funds. State the source
of additional funds, if known.
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Management presently estimates capital expenditures totaling $383,000 during
the next 12 months, with an additional expenditure of approximately $5 million being
required if the Company decides to go ahead with an expansion of the Company’s
Gardiner, Maine, warehouse facility. Funds for this project will be raised exclusively
through bank financing. With regard to all other capital expenditures, management
anticipates that, based on the Company’s historical operating revenues and borrowing
capacity under its line of credit, the proceeds from the sale of the securities described in
this Offering Circular will satisfy the Company’s cash requirements for the next 12
months. Management’s expectation is based on the Company’s experience in the most
recent fiscal year, during which $575,000, net of redemptions, in proceeds from
Securities sales and required capital deposits/member share purchases were realized
(see Question No. 10(a)). Excess proceeds, if any, would likely be used to reduce the
Company’s bank indebtedness. Management would seek to cover any shortfalls by
increasing borrowings under the Company’s line of credit with Fleet Bank.

CAPITALIZATION

13. Indicate the capitalization of the Company as of the most recent balance sheet date (adjusted to
reflect any subsequent stock splits, stock dividends, recapitalizations or refinancings) and as
adjusted to reflect the sale of the minimum and maximum amount of securities in this offering
and the use of the net proceeds therefrom:

Amount Outstanding

As of: As Adjusted

1/30/04 Maximum(1)
Debt:
Short-term debt (average
interest rate 3.122%) $3,975,000 $3,975,000
Long-term debt (average
interest rate 8.00%) 580,887 580,887
Capital deposits (average
interest rate 4.5%) 4,238,616 4,238,616
Variable rate subordinated debt securities
(Excess) (average interest rate 4.5%) 2,847,394 6.333.660
Total debt 11,641,897 $15,128,163
Membership Interests:
Class B Nonvoting Preferred Stock - par or stated
value (by class of preferred in order of preferences)
Preferred stock - $2,500 stated value 972,500 972,500
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Preferred stock subscribed - $2,500

stated value 220,000 220,000
Class A Voting Common Stock--par
value $1,500 per share 363,000 363,000
Additional paid in capital , 231,567 231,567
Retained earnings 1,331,622 1,331,622
3,118,689 3,118,689
Less: Preferred stock subscribed 220,000 220,000
Total members’ equity 2.898.689 2.898.689
Total Capitalization | $14,540,586 $18,026,852
(H) Management believes that, based on its customers’ usual practices with respect to demanding

repayment of Securities during lower cash flow periods, it is appropriate to assume that the full
amount of new Securities issued, together with those outstanding at the start of the offering,
would not remain outstanding at the end of the first year of the offering. Based on the past three
fiscal years’ experience, management believes that approximately 31% of the newly issued
Securities (or $1,080,742) will remain outstanding at the conclusion of the first year of the
offering, resulting in a total of $3,928,136 in Securities and $12,722,639 in total indebtedness.

Number of preferred shares
authorized to be outstanding.

Number of Par Value
Class of Preferred Shares Authorized Per Share
1,600 Class B Non-
Voting Preferred Stock 1,600 $2,500 (par value)

Number of common shares authorized: 800 shares. Par or stated value per share, if any: $1,500

Number of common shares reserved to meet conversion requirements or for the issuance upon exercise
of options, warrants or rights: 0 shares.

DESCRIPTION OF SECURITIES

14. The securities being offered hereby are:

[] Common Stock

[] Preferred or Preference Stock

X] Notes or Debentures (one class: Variable Rate Subordinated Debt Securities
(Excess))

[] Units of two or more types of securities, composed of:

[] Other:
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Explain:

15.

The purchase price for the Variable Rate Subordinated Debt Securities (Excess) may
be paid in cash or, at the option of the purchaser, through the addition of a 1% surcharge on
each invoice from the Company to the holder for goods purchased. The interest rate and
payment provisions, the maturity and the subordination provisions relating to the Variable
Rate Subordinated Notes are set forth in Question No. 17(a) below. Upon liquidation of the
Company, the Variable Rate Subordinated Debt Securities (Debt) would be subject to
repayment in full after the payment in full of all of the Company’s outstanding senior
indebtedness (including but not limited to its bank indebtedness) and before any distribution
may be made in respect of the Class A shares and the Class B shares. All Securities (plus

accrued but unpaid interest thereon) are subject to payment in full upon demand by the
holder.

These securities have:

Yes  No

[] X] Cumulative voting rights

[] X] Other special voting rights

[] [X]  Preemptive rights to purchase in new issues of shares
[] (X1 Preference as to dividends or interest

X1 ] Preference upon liquidation

(] [X] Other special rights or preferences

Explain: See Question Nos. 14 and 17 concerning the liquidation preferences of the Securities.

16.

17.

Are the securities convertible? [ ] Yes [X] No

(a) If securities are notes or other types of debt securities:
() What is the interest rate? %
If interest rate is variable or multiple rates, describe:

The Securities bear interest at rates established by the Company’s board of directors
from time to time. The Securities may only be purchased by persons who have purchased the
required level of Class A shares and Class B shares in the Company and that have made the
required capital deposit (“Factor™) with the Company equal to three times the holder’s average
weekly purchases of goods from the Company (up to a maximum of $50,000), to serve as
security for purchases by such member. At present, the Securities bear interest at a rate equal to
the average of the “prime rate” as published in the Wall Street Journal on the first and last
business days of each semi-annual payment period, minus 100 basis points (1.00%), which rate
is calculated semi-annually and applies with respect to the preceding semi-annual period. The
current rate under this formula is 4.50% per annum. Interest on the Securities is payable
semi-annually in arrears on June 15 and December 15.

(2) What is the maturity date? | [/
If serial maturity dates, describe:
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The Variable Rate Subordinated Debt Securities (Excess) are payablé upon demand by
the holder, plus accrued interest thereon.

(3)
(4)

(5)

Is there a mandatory sinking fund? [ ] Yes [X] No Describe:

Is there a trust indenture? [ ] Yes [X] No
Name, address and telephone number of Trustee

Are the securities callable or subject to redemption?
[X]Yes [ ] No Describe, including redemption prices:

The Securities are subject to repurchase by the Company in the event that the holder
resigns, becomes ineligible or is found by the board of directors of the Company to be
conducting business in a manner inimical to Company policy. Any such repayment shall
include all accrued but unpaid interest on the Securities in question.

©)

(7)

Are the securities collateralized by real or personal property?
{]Yes [X] No Describe:

If these securities are subordinated in right of payment of interest or principal,
explain the terms of such subordination.

The Securities are subordinated to the prior payment in full of the
Company’s indebtedness to Fleet Bank under its line of credit and to the
Company’s indebtedness under its Urban Development Action Grant loan
obligations. Under the line of credit, $3,000,000 was outstanding as of March
28, 2003, and the Company had additional borrowing capability under the line
of credit of $3,000,000. The Company is entitled to make payments of
principal and interest on the Securities as and when required (but not merely
permitted) under the terms of the Securities, so long as at the time of such
payment (or as a consequence of such payment) the Company is not in default
under any of the terms of the line of credit. Such permitted payments would
include regular scheduled payments of interest on the Securities, as well as
repayments of principal on demand. Events of default under the line of credit
include, but are not limited to, (i) the failure by the Company to pay principal
or interest under the line of credit or any other indebtedness of the Company
when due, (ii) the commencement of certain bankruptcy or similar proceedings
by or against the Company, (iii) if the Company’s minimum debt service
coverage ratio falls below 1.25:1 (such ratio was 2.82:1 as of October 10,
2003), (iv) if the Company’s minimum tangible net worth drops below
$2,597,000 plus 25% of the Company’s after-tax earnings (requirement
equaled $2,769,999 as of October 10, 2003, when tangible net worth was
$3,985,147), or (v) the Company fails to observe certain other operational and
reporting covenants. Management does not presently expect that the net worth
of the Company will fall below the level required by this covenant, and do not
expect to be in default under the line of credit in the foreseeable future. See
Question Nos, 9(b), 10(b).
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How much currently outstanding indebtedness of the Company is senior to the
securities in right of payment of interest or principal?  $3,975,000 (as of
January 30, 2004).

How much indebtedness shares in right of payment on an equivalent (pari
passu) basis? $4,238,616 (as of January 30, 2004).

How much indebtedness is junior (subordinated) to the securities? $0.

(b) If notes or other types of debt securities are being offered and the Company had
earnings during its last fiscal year, show the ratio of earnings to fixed charges on an
actual and pro forma basis for that fiscal year. "Earnings" means pretax income from
continuing operations plus fixed charges and capitalized interest. "Fixed charges”
means interest (including capitalized interest), amortization of debt discount, premium
and expense, preferred stock dividend requirements of majority owned subsidiary, and
such portion of rental expense as can be demonstrated to be representative of the
interest factor in the particular case. The pro forma ratio of earnings to fixed charges
should include incremental interest expense as a result of the offering of the notes or
other debt securities.

Last Fiscal Year

(as of March 28, 2003) Pro Forma
Actual
"Earnings" = $1,007.913.00 $1,164,794.97
"Fixed Charges" = 768,976 925,858
Ratio - = 1.31 1.26

The following is the detail used for the above calculations:

“Earnings” 3/28/03 Pro Forma
Net Earnings Before Taxes 238,937 238,937
Interest on Capital Deposits

(Factor) 230,424 230,424
Interest on Variable Rate
Subordinated Debt Securities
(Excess) 184,566 341,448
Interest — Other 353,986 353,986
Interest — Capitalized 0 0
Total Earnings: 1,007,913 1,164,795
“Fixed Charges”
Interest on Factor 230,424 230,424
Interest on Securities ‘ 184,566 341,448
Interest — Other - 353.986 353,986
Total Fixed Charges: 768,976 925,858

26



Withdrawals from required capital deposits and Securities redemptions are not included in the fixed
charges calculations. Withdrawals from Excess and required capital deposits were $2,333,019 and
$2,039,584 in fiscal years 2003 and 2002, respectively, which were more than offset by purchases of
Excess and deposits.

These caleulations, in the “Pro Forma” column, assume (consistent with the Pro Forma Capitalization
table shown in Question No. 13) that the full $3,486,266 of additional Securities remain outstanding for
a full year, at the current effective interest rate of 4.5% per annum. However, as discussed in the
Capitalization table, based on the Company’s historical experience with periodic, recurring redemptions
of the Securities, management believes that a more appropriate and realistic pro forma figure would be
an average outstanding Securities balance of $3,928,136 resulting in pro forma interest expense of
$817,609 and a pro forma ratio of earnings to fixed charges of 1.29.

Note: Care should be exercised in interpreting the significance of the ratio of earnings to fixed charges
as a measure of the "coverage” of debt service, as the existence of earnings does not necessarily mean
that the Company's liquidity at any given time will permit payment of debt service requirements to be
timely made. See Question Nos. 11 and 12. See also the Financial Statements and especially the
Statement of Cash Flows.

18 If securities are Preference or Preferred stock. Not applicable.
Are unpaid dividends cumulative? [] Yes [ ] No
Are securities callable? [] Yes [ ] No Explain:

Note: Attach to this Offering Circular copies or a summary of the charter, bylaw or contractual
provision or document that gives rise to the rights of holders of Preferred or Preference Stock, notes or
other securities being offered.

19. If securities are capital stock of any type, indicate restrictions on dividends under loan or other
financing arrangements or otherwise:

Not applicable.

20, Current amount of assets available for payment of dividends (if deficit must be first made up,
show deficit in parenthesis): Not applicable.

PLAN OF DISTRIBUTION

21 The selling agents (that is, the persons selling the securities as agent for the Company for a
commission or other compensation) in this offering are: None. No brokers, dealers or selling
agents will be utilized in connection with sales of the Securities.

22, Describe any compensation to selling agents or finders, including cash, securities, contracts or
other consideration, in addition to the cash commission set forth as a percent of the offering
price on the cover page of this Disclosure Document. Also indicate whether the Company will
indemnify the selling agents or finders against liabilities under the securities laws. ("Finders"”
are persons who for compensation act as intermediaries in obtaining selling agents or
otherwise making introductions in furtherance of this offering.)
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23.

24.

25.

26.

No sales commissions will be paid in connection with sales of the Securities. The total
expenses associated with the offering are estimated at $11,000.

Describe any material relationships between any of the selling agents or finders and the
Company or its management.

Not applicable.

Note: After reviewing the amount of compensation to the selling agents or finders for selling
the securities, and the nature of any relationship between the selling agents or finders and the
Company, a potential investor should assess the extent to which it may be inappropriate to rely
upon any recommendation by the selling agents or finders to buy the securities.

If this offering is not being made through selling agents, the names of persons at the Company
through which this offering is being made:

Name: Michael E. Westort

Address: P.O. Box 1000
Gardiner, ME 04345

Telephone No.: (207) 582-6500

If this offering is limited to a special group, such as employees of the Company, or is limited to
a certain number of individuals (as required to qualify under Subchapter S of the Internal
Revenue Code) or is subject to any other limitations, describe the limitations and any
restrictions on resale that apply:

The offering is limited to existing holders of shares/membership interests in the
Company and to other persons and entities engaged in the food business who (i) are
located in Maine, Massachusetts, New Hampshire or Vermont, (ii) wish to purchase
goods from the Company and are approved by management of the Company, and (ii1)
have purchased the required Class A shares, Class B shares and have made the required
capital deposits with the Company as set forth in the Articles and Bylaws of the
Company.

The Securities are not transferable.
Will the certificates bear a legend notifying holders of such restrictions? {1 Yes [ ] No
Not applicable, as Securities are not certificated.
(a) Name, address and telephone number of independent bank or savings and loan
association or other similar depository institution acting as escrow agent if proceeds

are escrowed until minimum proceeds are raised:

Not applicable.
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27.

28.

()

Date at which funds will be returned by escrow agent if minimum proceeds are not
raised.:

Will interest on proceeds during escrow period be paid to investors?

[] Yes [] No

Not applicable.

Explain the nature of any resale restrictions on presently outstanding shares, and when those
restrictions will terminate, if this can be determined.

See Question No. 25. Such restrictions will not terminate.

Note: Equity investors should be aware that unless the Company is able to complete a further
public offering or the Company is able to be sold for cash or merged with a public company
that their investment in the Company may be illiquid indefinitely.

DIVIDENDS, DISTRIBUTIONS AND REDEMPTIONS

1If the Company has within the last five years paid dividends, made distributions upon its stock
or redeemed any securities, explain how much and when:

Dividends of $140 per share of Class A Common Stock and $140 per share of
Class B Preferred Stock (totaling $94,920) were paid on June 10, 1999 to holders of
record on March 26, 1999, a payout rate of 5.6% (based on the weighted average
current sales price of the Class A Common Stock and Class B Preferred Stock of
$2,509).

Dividends of $30 per share of Class A Common Stock and $50 per share of
Class B Preferred Stock (totaling $29,420) were paid on June 14, 2000 to holders of
record on March 31, 2000, a payout rate of 1.76% (based on the weighted average
current sales price of the Class A Common Stock and Class B Preferred Stock of
$2,509).

Dividends of $75 per share of Class A Common Stock and $75 per share of
Class B Preferred Stock (totaling $50,625) were paid on June 20, 2001 to holders of
record on March 30, 2001, a payout rate of 3.0% (based on the weighted average
current sales price of the Class A Common Stock and Class B Preferred Stock of
$2,509).

Dividends of $75 per share of Class A Common Stock and $75 per share of
Class B Preferred Stock (totaling $49,875) were paid on June 19, 2002 to holders of
record on March 29, 2002, a payout rate of 3.0% (based on the weighted average
current sales price of the Class A Common Stock and Class B Preferred Stock of
$2,509).

Dividends of $75 per share of Class A Common Stock and $75 per share of
Class B Preferred Stock (totaling $48,225) were paid on June 21, 2003 to holders of
record on March 28, 2003, a payout rate of 3.0% (based on the weighted average
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current sales price of the Class A Common Stock and Class B Preferred Stock of
$2,509).

No other dividends have been paid during the past five years. Management
and the Board of Directors have agreed that no further ordinary dividends shall be paid
on the-Class A and Class B shares, and expect that the Bylaws of the Company will be
amended to prohibit the payment of any dividends to holders of the Class A and Class
B shares.

In connection with resignations by holders (including those arising in
connection with sales of the holders’ retail grocery businesses), the Company has
redeemed 298 shares of Class A Common Stock and 410 shares of Class B Preferred
Stock for a total of $1,725,531 during the past five years. Also, the Company regularly
repays portions of the principal amount of its outstanding Securities and required
capital deposits upon demand by the holders thereof. During the course of each year,
although the Company issues substantial amounts of new Securities and accepts new
required capital deposits (e.g., $2,967,058 in the year ended March 28, 2003), such
issuances are usually substantially offset by such repayments (e.g., $2,333,019 in the
year ended March 28, 2003).

OFFICERS AND KEY PERSONNEL OF THE COMPANY
Chief Executive Officer:

Name: Michael Westort Title: President and Chief Executive Officer
Age: 57

Office Street Address: 1000 Brunswick Avenue
Gardiner, Maine 04345

Telephone No.: (207) 582-6500

Names of employers, titles and dates of positions held during past five years with an indication
of job responsibilities.

Associated Grocers of Maine, Inc.
Chief Executive Officer 10/9/00 to present
Chief Operating Officer 9/23/99 to 10/9/00
Chief Financial Officer: 6/1/98 to 9/23/99
SuperValu
Regional Director of Analysis: 6/96 to 5/98
Regional Director of Accounting: 12/95 to 5/96
Divisional Vice President Finance: 5/85 to 12/95

Education (degrees, schools, and dates).

University of Maine (B.S. in Accounting, 1969)
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30.

31

32.

Also a Director of the Company? [X] Yes [] No

Indicate amount of time to be spent on Company matters if less than full time:
Not applicable.

Chief Operating Officer: None

Chief Financial Officer:

Name: Ronald Cloutier Title: Chief Financial Officer
Age: 51

Office Street Address: 1000 Brunswick Avenue
Gardiner, Maine 04345

Telephone No.: (207) 582-6500

Names of employers, titles and dates of positions held during past five years with an indication
of job responsibilities. '

Associated Grocers of Maine, Inc.
Chief Financial Officer 12/18/00 to present
Controller 1/1/00 to 12/18/00
C&S Wholesale Grocers
Manager of Accounting: 9/1/96 to 12/31/99
SuperValu
Chief Financial Officer (Andover, MA and Keene, NH regions): 6/89 to 9/96
Education (degrees, schools, and dates):

Plymouth State College (MBA Management, 1996)
Husson College (B.S. in Accounting, 1973)

Also a Director of the Company? [] Yes [X] No

Indicate amount of time to be spent on Company matters if less than full time.
Not applicable.

Other Key Personnel:

Name: Michael LeBlanc Title:  Vice President—Marketing & Procurement
Age: 57

Office Street Address: 1000 Brunswick Avenue
Gardiner, Maine 04345

Telephone No.: (207) 582-6500
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Names of employers, titles and dates of positions held during past five years with an indication
of job responsibilities. '

Associated Grocers of Maine, Inc.
Vice President Marketing & Procurement: 9/97 to present
Sr. Director Mktg & Procurement: 8/95 to 9/97
Director Marketing & Procurement: 8/93 to 8/95
Director Sales & Retail Development: 3/90 to 8/93

Education (degrees, schools, and date: High school and various trade seminars

Also a Director of the Company? [] Yes [X] No

Indicate amount of time to be spent on Company matters if less than full time:

Not applicable..

DIRECTORS OF THE COMPANY

33. Number of Directors: 13. If Directors are not elected annually, or ave elected under a voting
trust or other arrangement, explain.

The directors serve for staggered terms of 3 years, whereby at each annual
meeting approximately one-third of the board is subject to re-election for a 3-year term.

34. Information concerning outside or other Directors (i.e. those not described above):

A)

(B)

Name: Thomas R. Barber Age: 60

Office Street Address: RR 1, Box 4250
South China, ME 04358

Telephone No.: (207) 993-2596

Names of employers, titles and dates of positions held during past five years with an
indication of job responsibilities.

Owner and Operator of Tobey’s General Store (since 1992) and The Market
(retail grocery store) (since 1995), both located in China, Maine.

Education (degrees, schools, and dates):
High School (1969), various trade seminars

Name: John Beaupre Age: 41

32



©

(D)

Office Street Address: RR 1 Box 2140
Route 16
Carrabassett Valley, ME 04947

Telephone: (207) 237-2248

Names of employers, titles and dates of positions held during past five years with an
indication of job responsibilities. '

Owner/proprietor of two smaller grocery stores in Western Maine: Ayotte’s
Country, Route 16, Carrabassett Valley, Maine since 1989; owner/proprietor of
Mountainside Grocers (built from ground up), Route 16, Carrabassett Valley,
Maine since 1995.

Education (degrees, schools, and dates):

Waterville High School (graduated 1979)
Waterville, Maine

University of Maine at Orono (graduated 1984)
Major — Business Administration and Marketing

Name: Charles O’Brien Age: 56

Office Street Address: 554 Main Street
Jackman, ME 04945

Telephone No.: (207) 668-5451

Names of employers, titles and dates of positions held during past five years with an
indication of job responsibilities.

Owner/proprietor Mountain Country Supermarket, 554 Main Street, Jackman,
Maine since 1984. Prior to that Vice-President Moose River Lumber
Company, Jackman, Maine for 3 years; Town Manager of Jackman, Maine for
3 years, and Selectman for Jackman, Maine for 3 years. Various other
municipal, school and utility district positions in Town of Jackman, Maine
from 1975-1999.

Education (degrees, schools, and dates):

Framingham South High School, Framingham, MA (1965)
Political Science, University of Wisconsin-Milwaukee (B.A. 1971)

Name: Wayne R. Crandall Age: 61

Office Street Address: 10 School Street
Rockland, ME 04841
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(E)

®

Telephone No.: (207) 594-4421

Names of employers, titles and dates of positions held during past five years with an
indication of job responsibilities.

Presiding partner (attormey), Crandall, Hanscom, Pease & Collins, P.A,,
Rockland, Maine (law firm) (since 1968).

Education (degrees, schools, and dates).
University of Maine (B.A. 1963, 1.D. 1968).
Name: Lynn K. Goldfarb Age: 63

Office Street Address: P.O. Box 7980
Portland, ME 04112

Telephone No.: (207) 828-8667

Names of employers, titles and dates of positions held during past five years with an
indication of job responsibilities.

Principal, L.K. Goldfarb Associates (marketing consulting firm based in
Portland, Maine) (since July 1993). Previously, Vice President, Central Maine
Power Company, public utility headquartered in Augusta, Maine (responsible
for market research; commercial, residential and industrial services;
advertising; product development).

Education (degrees, schools, and dates):

Wellesley College (B.A. 1961), Columbia University Graduate School of
Business (M.B.A. 1962).

Name: Michael E. Kiernan Age: 44

Office Street Address: 870 Washington Street
Bath, ME 04530

Telephone No.: (207) 442-7907

Names of employers, titles and dates of positions held during past five years with an
indication of job responsibilities.

Founder and President, Kennebec Financial Group, Bath, Maine (financial
services firm, engaged in commercial and residential mortgage lending,
commercial and personal lines insurance brokerage, tax and financial advisory
and consulting services) (since 1985); Deputy Director/Development Director,
Maine State Housing Authority, Augusta, Maine (public housing agency, $1
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G)

(H)

@

billion/year budget, 130+ employees, acted as chief operating officer);
1990-1995.

Education (degrees, schools, and dates).

Southern New Hampshire University (Continuing studies toward a B.S. in
Business Administration) Middlesex (MA) Community College (A.S. 1979).

Name: Vernon Seile Age: 54

Office Street Address: RFD #1, Box 3115
Stonington, ME 04681

Telephone No.: (207) 367-2681

Names of employers, titles and dates of positions held during past five years with an

indication of job responsibilities.

Owner/operator of Burnt Cove Market, V&S Variety and the Galley (retail
grocery stores) since 1971.

Education (degrees, schools, and dates):
University of Maine (B.S. in Accounting, 1971)
Name: David N. Sleeper Age: 35

Office Street Address: 99 Lyndon Street
Caribou, ME 04736

Telephone No.: (207) 498-8181

Names of employers, titles and dates of positions held during past five years with an
indication of job responsibilities.

Manager, Joseph Sleeper & Sons, Inc. (retail convenience store, Caribou,
Maine), since 1989.

Education (degrees, schools, and dates):
New Hampshire College (B.S. in Business Administration, 1989).
Name: Frederick Crowe Age: 47
Office Street Address: P.O. Box 727
Princeton, ME 04668

Telephone No.: (207) 796-2147
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X)

Names of employers, titles and dates of positions held during past five years with an
indication of job responsibilities.

Currently part-owner of six full-service grocery stores in Maine. Have worked
in various levels of responsibility in the grocery store industry since 1979.

Education (degrees, schools, and dates):

Woodland High School, Baileyville, Maine (graduated 1975).
U.S. Navy, 1975-1979, honorably discharged

Name: Barry A. McCormick Age: 50
Office Street Address: McCormick’s Thriftway

8 School Street

Unity, ME 04988

Home Address: P.O.Box 6
Unity, ME 04999

Telephone Nos.: (207) 948-2731 (work); (207) 948-6414 (home)

Names of employers, titles and dates of positions held during past five years with an
indication of job responsibilities.

Owner/operator of McCormick’s Thriftway (retail grocery store, Unity, Maine)
since 1997. Owner/operator of Brooks IGA (retail grocery store, Brooks,
Maine) since 1989.

Education (degrees, schools, and dates).

Graduate Mount View High School 1971, Thorndike, Maine.
One year Atlantic Management — Retail Specialist Course.

Name: Craig R. Burgess Age: 44

Office Street Address: 101 Centre Street
Bath, Maine 04530

Home Address: 87 Whiskeag Rd
Bath, Me 04530

Telephone Nos.: (207) 443-9554

Names of employers, titles and dates of positions held during past five years with an
indication of job responsibilities.

Owner & Operator of Burgess Computer Inc, Bath, Maine. Computer &
Telephone Technology Solutions company with 23 staff. Owner & Operator
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(M)

of Anchor Tax & Accounting Inc.. Accounting & Bookkeeping firm
providing tax preparation, bookkeeping and payroll services. Board Member
& Treasurer of Catholic Charities of Maine. A statewide charity with over
400 employees and a gross annual budget of over $19M.Board Member and
Founding Chairperson of Coastal Counties Workforce Development Board.
Following Federal Workforce Investment Act Legislation(WIA), this
organization oversees the development of the workforce in Maine's 6 coastal
counties encompassing 6 Career Centers.

Education (degrees, schools, and dates):
BS, Electrical Engineering, University of Maine
Name: Larry A Plotkin Age: 53

Office Street Address: 32 Buttonwood Lane
Portland, ME 04102

Home Address: Same as above
Telephone Nos.: (207) 775-3656

Names of employers, titles and dates of positions held during past five years with an
indication of job responsibilities.

Owner of The Plotkin Company LLC, a real estate consulting firm since 1998.
Senior Vice President of Corporate Development at Hannaford Bros. Co.,
ending on January 5, 1999.

Education (degrees, schools, and dates):

MBA - 1978, University of Southern Maine
BS - 1972, University of Massachusetts

Name: Arthur C. Markos Age: 53
Office Street Address: Gardiner Savings Bank

P.O. Box 190

Gardiner, ME 04345

Home Address: 46 Mattson Heights
Gardiner, ME 04345

Telephone Nos.: (207) 582-5550 (work); (207) 582-5414 (home)

Names of employers, titles and dates of positions held during past five years with an
indication of job responsibilities.
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35.

(@)

(b)

(¢

(@)

(¢)

President of Gardiner Savings Bank Institution, Gardiner, Maine since 1983.
Controller, Gardiner Savings Bank Institution, Gardiner, Maine from 1981-
1983.

Education (degrees, schools, and dates):
1975 B.S. — University of Maine at Augusta, Augusta, Maine

Have any of the Officers or Directors ever worked for or managed a company
(including a separate subsidiary or division of a larger enterprise) in the same business
as the Company? [X] Yes [ ] No

Explain:

Prior to joining AG, Mr. Westort was employed by SuperValu, a competitor of AG,
from 1985 to May 1998. Prior to joining AG, Mr. Cloutier was employed by
SuperValu, a competitor of AG, from 1989-1996 and by C&S Wholesale Grocers, a
competitor of AG, from 1996-1999.

If any of the Officers, Directors or other key personnel have ever worked for or
managed a company in the same business or industry as the Company or in a related
business or industry, describe what precautions, if any, (including the obtaining of
releases or consents _from prior employers) have been taken to preclude claims by prior
employers for conversion or theft of trade secrets, know-how or other proprietary
information.

No such precautions have been taken. Management believes that, due
to the passage of time since the employment of Mr. Westort and Mr. Cloutier
by such other firms and the relatively low level of importance of trade secrets
in the wholesale grocery supply business, such steps are not necessary.

If the Company has never conducted operations or is otherwise in the development
stage, indicate whether any of the Officers or Directors has ever managed any other
company in the start-up or development stage and describe the circumstances,
including relevant dates.

Not applicable.

If any of the Company's key personnel are not employees but are consultants or other
independent contractors, state the details of their engagement by the Company.

Not applicable.

If the Company has key man life insurance policies on any of its Officers, Directors or
key personnel, explain, including the names of the persons insured, the amount of
insurance, whether the insurance proceeds are payable to the Company and whether
there are arrangements that require the proceeds to be used to redeem securities or
pay benefits to the estate of the insured person or to a surviving spouse.
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37

38.

The Company maintains a $100,000 key man life insurance policy on
its Chief Executive Officer. The Company is the beneficiary under the policy.

If a petition under the Bankruptcy Act or any State insolvency law was filed by or against the
Company or its Officers, Directors or other key personnel, or a receiver, fiscal agent or similar
officer was appointed by a court for the business or property of any such persons, or any
partnership in which any of such persons was general partner at or within the past five years,
or any corporation or business association of which any such person was an executive officer at
or within the past five years, set forth below the name of such persons, and the nature and date
of such actions.

None.

Note:  Afier reviewing the information concerning the background of the Company's Officers,
Directors and other key personnel, potential investors should consider whether or not
these persons have adequate background and experience to develop and operate this
Company and to make it successful. In this regard, the experience and ability of
management are often considered the most significant factors in the success of a
business.

PRINCIPAL STOCKHOLDERS

Principal owners of the Company (those who beneficially own directly or indirectly 10% or
more of the common and preferred stock presently outstanding) starting with the largest
common stockholder. Include separately all common stock issuable upon conversion of
convertible securities (identifying them by asterisk) and show average price per share as if
conversion has occurred. Indicate by footnote if the price paid was for a consideration other
than cash and the nature of any such consideration.

Members of Associated Grocers must purchase membership interests designated as
Class A Common Stock and Class B Preferred Stock in order to get the benefit of membership
in Associated Grocers. No holder owns more that one share of Class A Common Stock or two
shares of Class B Preferred Stock.
Number of shares beneficially owned by Officers and Directors as a group:
Before offering:
Seven (7) shares of Class A Common Stock (plus 14 shares of Class B Preferred Stock)
(3.26% of total outstanding)

After offering: no change.

(Assume all options exercised and all convertible securities converted.)

39



39.

MANAGEMENT RELATIONSHIPS, TRANSACTIONS AND REMUNERATION

(@

(b)

If any of the Officers, Directors, key personnel or principal stockholders are related by
blood or marriage, please describe.

None of the Officers, Directors, key personnel or principal stockholders are
related by blood or marriage.

If the Company has made loans to or is doing business with any of its Officers,
Directors, key personnel or 10% stockholders, or any of their relatives (or any entity
controlled directly or indirectly by any of such persons) within the last two years, or
proposes to do so within the future, explain. (This includes sales or lease of goods,
property or services to or from the Company, employment or stock purchase contracts,
etc.) State the principal terms of any significant loans, agreements, leases, financing or
other arrangements.

The Company extends loans to qualified customers in order to
provide assistance for the acquisition, expansion or improvement of retail
grocery premises, which practice management believes is a valuable
marketing and customer retention tool. The Company believes that such
transactions are on terms no less favorable to the Company than would be
obtained by unaffiliated third party lenders.

Pursuant to the program described in the preceding paragraph,
Frederick Crowe has an outstanding loan with a balance of $407,069 as of
January 31, 2004, which bears an interest rate of prime plus 1% per annum and
is scheduled to be repaid on or before October §, 2008.

Pursuant to the program described in the preceding paragraph,
Mr. McCormick has an outstanding loan with a balance of $53,702 as of
January 31, 2003, which bears an interest rate of prime plus 1% per annum and
is scheduled to be repaid on or before May 15, 2007.

The Company has, and will maintain, at least two directors who are
not (and have not been, for at least two years) employees or officers of the
Company or its affiliates, and who do not have any material business
relationship with the Company or its affiliates. Any such loans to, or
transactions with, officers, directors or employees of the Company or its
affiliates have been (and shall be) approved by a majority of the Company’s
independent directors who have no interest in such transactions, who have had
(and will have), at the Company’s expense, access to Company counsel in
connection with such transactions.

In addition, the Company regularly sells products to directors who
(directly or through entities owned by them) are engaged in the retail
grocery business. Such transactions are on the same terms as those
extended to the Company’s shareholder/members generally.
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(c) If any of the Company's Officers, Directors, key personnel or 10% stockholders has
guaranteed or co-signed any of the Company's bank debt or other obligations,
including any indebtedness to be retired from the proceeds of this offering, explain and
state the amounts involved.

None.

40. (a) List all remuneration by the Company to Officers, Directors and key personnel for the

last fiscal year:
Cash Other

Chief Executive Officer $147,797 $0

Chief Financial Officer 93,200

Key Personnel: Michael LeBlanc 78,800 $0
Total: $319,797 $0

Directors as a group

(number of persons: 13) $65,000 $0
(b) If remuneration is expected to change or has been unpaid in prior years, explain:

Remuneration has not been unpaid in prior years and is not expected to
change next year.

(c) If any employment agreements exist or are contemplated, describe:

On February 18, 2003, the Company entered into an Employment
Agreement with Mr. Westort, which expires on March 30, 2005. Pursuant to
that agreement Mr. Westort is entitled to receive an annual ‘Base Salary’ of
$133,250 and ‘Annual Bonus’ of five percent of net income. There is a ‘Change
of Control’ provision in the agreement that entitles Mr. Westort to receive
additional compensation upon the occurrence of certain events evidencing a
change in control of the Company; such additional compensation would equal the
positive difference, if any, between (1) the sum of Mr. Westort’s Base Salary,
Annual Bonus and the value of the benefits payable to Mr. Westort in connection
with his employment over the eighteen months following the change in control,
and (ii) the sum of the annual compensation received by Mr. Westort and the
value of the benefits received by Mr. Westort from his employer (whether a
successor to the Corporation or a third party) during the eighteen months
following such change in control. In the event of his death the estate of Mr.
Westort is entitled to receive eighteen months of ‘Base Salary’ as defined in the
agreement.

41. (a) Number of shares subject fo issuance under presently outstanding stock purchase
agreements, stock options, warrants or rights: Not applicable. (0% of total shares to
be outstanding after the completion of the offering if all securities sold, assuming
exercise of options and conversion of convertible securities). Indicate which have been
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43.

approved by shareholder/members. State the expiration dates, exercise prices and
other basic terms for these securities:

Not applicable.
(b) Number of common shares subject to issuance under existing stock purchase or option
plans but not yet covered by outstanding purchase agreements, options or warrants:
Not applicable.
(c) Describe the extent to which future stock purchase agreements, stock options, warrants

or rights must be approved by shareholder/members.

If the business is highly dependent on the services of certain key personnel, describe any
arrangements to assure that these persons will remain with the Company and not compete
upon any termination:

No such arrangements are in place.

Note:  After reviewing the above, potential investors should consider whether or not the
compensation to management and other key personnel directly or indirectly, is
reasonable in view of the present stage of the Company's development.

LITIGATION

Describe any past, pending or threatened litigation or administrative action which has had or
may have a material effect upon the Company's business, financial condition, or operations,
including any litigation or action involving the Company's Officers, Directors or other key
personnel. State the names of the principal parties, the nature and current status of the matters,
and amounts involved. Give an evaluation by management or counsel, to the extent feasible, of
the merits of the proceedings or litigation and the potential impact on the Company's business,
financial condition, or operations.

The Company learned in 1997 that soil and groundwater petroleum contamination
occurred at property owned by its wholly-owned subsidiary, A. G. Development Corp., in
Corinth, Maine, due to leakage of underground storage tanks prior to their removal in 1986.
The Company expended over $65,000 on testing and remediation with respect to this
contamination between such time and May 1999, when the property was sold to a third party
unrelated to the Company.

A. G. Development Corp. received reimbursement from the Maine Department of
Environmental Protection (“Maine DEP”) pursuant to Maine law for certain of these expenses
totaling approximately $61,000. Through the Maine state Groundwater Fund, expenses for the
cleanup of the contaminated site are paid by the Groundwater Fund, up to a maximum of
$1,000,000. According to a April 4, 2003 letter from Maine DEP, cleanup of the site has cost
$439,985.61 as of March 2003, leaving untapped Groundwater Fund monies for this project of
$560,014.39 to cover future cleanup expenses. It is the understanding of the Company that this
remediation effort will be finished before January 1, 2004, Maine DEP estimated that the
remaining costs of the cleanup will be as follows: no more than $50,000 for remediating
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petroleum-contaminated soil by “landspreading”; no more than $5,000 for water monitoring
and sampling; and one damage claim from a third party in the amount of $34,900.

Under Maine law, additional claims for damages by third parties would need to be filed
within two years of discovery of injury due to the contamination, unless such third party can
show just cause for the delay in filing such claim. No additional third party claims have been
filed, and the Company does not know of any potential third party claims which have not yet
been filed. Maine DEP has also considered assessing fines against the Company for allegedly
not reporting the contamination of the site in 1986 upon the removal of the underground storage
tanks. The Company believes that proper notification of the contamination was provided in a
timely manner, and that fines would be inappropriate. The Maine DEP has taken no action
regarding fines, nor communicated with the Company regarding any potential fines, since 1999,
and the Company believes that any fines, if assessed, would not have a material adverse effect
on the Company’s financial condition or operations.

In addition, management learned in September 2003 that the Company might have
engaged in substantial sales of its securities without registration under federal securities laws or
an available exemption from such requirements. In an effort to remedy any claims for such
possible violations, pursuant to this Form 1-A, the Company is offering to all holders of such
securities the right to rescind any such transactions that occurred since March 1, 2003. Under
Federal law, any such claim would need to be filed within one year of the date of the alleged
violation. No litigation or administrative actions have been commenced or threatened with
respect to this matter; however, there can be no assurance that such actions will not be taken
against the Company in the future until such statute of limitations has run.

In addition, the Securities are being issued in reliance upon an exemption from the
registration requirement imposed by § 5 of the Securities Act of 1933 (the “‘33 Act”) pursuant
to 17 C.F.R. §§ 230.251 et seq. (“Regulation A”). Regulation A requires that the sum of all
consideration to be received for the securities offered thereunder not exceed $5 million in the
aggregate, minus any previous sales in any offering that could be integrated with the current
offering. Offerings which occur within six months of the start of a particular offering under
Regulation A are more likely to be integrated with that Regulation A offering. If the offering of
the Securities were to be integrated with a previous offering made in reliance on Regulation A
by the Company, this could lead to purchasers of the Securities having a right to rescind such
purchase upon demand. On September 16, 2003, the Company made its last sale under a
previous offering in reliance on Regulation A; as of the same date, all persons who were eligible
to purchase such securities were informed by the Company that no further securities sales
would be made. The Company assumed that the previous offering terminated on that date.
Other than having the Form 1/A for such previous offering continue to be qualified and on file
at the Securities and Exchange Commission (“SEC”) until March 24, 2004, the Company has
taken no actions which could be construed as an offer to sell, or a solicitation of an offer to buy,
securities as defined under the *33 Act since that date. However, an argument could be made
that (i) the previous offering in reliance on Regulation A continued until March 24, 2004, and
(11) that the previous offering should be integrated with the current offering.

However, because the Securities are subject to repayment by the Company upon

demand by the holder thereof, the Company does not believe that the risk of integration and its
consequences pose any significant incremental risk to the Company.

43



FEDERAL TAX ASPECTS

44. If the Company is an S corporation under the Internal Revenue Code of 1986, and it is
anticipated that any significant tax benefits will be available to investors in this offering, indicate the
nature and amount of such anticipated tax benefits and the material risks of their disallowance. Also,
state the name, address and telephone number of any tax advisor that has passed upon these tax
benefits. Attach any opinion or any description of the tax consequences of an investment in the
securities by the tax advisor.

Not applicable—the Company is not an S corporation.

Note: Potential investors are encouraged to have their own personal tax consultant contact
the tax advisor to review details of the tax benefits and the extent that the benefits would be
available and advantageous to the particular investor.

MISCELLANEOUS FACTORS

45. Describe any other material factors, either adverse or favorable, that will or could affect
the Company or its business (for example, discuss any defaults under major contracts, any
breach of bylaw provisions, etc,) or which are necessary to make any other information in
this Offering Circular not misleading or incomplete.

The Company does not believe that such factors exist.

FINANCIAL STATEMENTS

46. Provide the financial statements required by Part F/S of this Offering Circular section of
Form [-A.

MANAGEMENT'S DISCUSSION AND ANALYSIS OF CERTAIN RELEVANT FACTORS

47. If the Company's financial statements show losses from operations, explain the causes
underlying these losses and what steps the Company has taken or is taking to address these
causes.

Not applicable—the Company showed a profit during the 2002-03 fiscal
year.

48. Describe any trends in the Company's historical operating results. Indicate any changes
now occurring in the underlying economics of the industry or the Company's business
which, in the opinion of Management, will have a significant impact (either favorable or
adverse) upon the Company's results of operations within the next 12 months, and give a
rough estimate of the probable extent of the impact, if possible.
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Despite the retail grocery industry’s trend toward consolidation, whereby
the independent grocer has been perceived to be a weaker player, Maine, New
Hampshire and Vermont as well as parts of Massachusetts, because of their rural
populations, have been able to maintain and consistently grow the Company’s
membership base, as the sales volume that is available from these retailers is not
substantial enough to be attractive and economically feasible for the large
supermarket chains., Management believes that, due to the relative lack of
concentrated population centers in Maine, New Hampshire, Vermont and portions
of Northern Massachusetts, the supermarket chains are not focused on growth in the
region. Consequently, the marketplace for the independent retailer in northern New
England is, in management’s opinion, very healthy. Continued improvements in
regional economic conditions appear to favor independent retail grocers and,
therefore, the Company’s growth and expansion program.

Ten Month Period ended January 30, 2004 Compared to Ten-Month Period
ended January 30, 2003. For the 10 months ended January 30, 2004, Company
sales were 1.19% less than the prior year 10 months ended January 30, 2003. The
Company had pre-tax income in the 10 months ending January 30, 2004 of
$434,587 as compared to $144,799 in 2003.

Sales for the 10 months ended January 30, 2004 of $113,034,267 represent
a decrease of $1,363,436 from prior year 10 months. The decrease can be attributed
to a number of factors. During the period ending January 30, 2004, Phillip Morris
provided discounts of up to 23% of cost on key items (including cigarettes) , which
discounts, in turn, were passed along to our customers. Partially offsetting this were
price increases in the beef commodity market reflecting higher wholesale prices,
meaning that the total dollar value of sales increased in the recent period on similar
volume of goods sold. On the whole, management believes that, with continued
consolidation of the New England wholesale market, the small independent grocer
is hard pressed to find a full service wholesale supplier, and the Company’s full-
service, customer-oriented approach to business with an emphasis on customized
advertising will continue to show positive results. In addition, should the Company
go ahead with the expansion of the perishables section of its Gardiner warehouse,
management believes that the expanded variety and quantity of produce, meat,
pork, and dairy products will enable the Company to expand sales to current
customers and become more attractive to prospective customers.

Gross profit increased to 7.53% of sales in the ten month period ending
January 30, 2004 from same period’s 7.46% in 2003. The total amount of Gross
Profit was unchanged due to the overall decrease in sales. Profits in most product
categories improved in 2004 as a result of higher allowance retention through
improved buying practices.

Other Operating Income, consisting of service charges, commission
income, advertising, central billing and rental income for 2004 was $67,101 less
than the same period in the prior year. For the period ended January 30, 2004,
these items amounted to 3.37% of sales versus 3.38% for the period ended
January 30, 2003.
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Total operating expenses of $11,406,242 for the period ended January 30,
2004 were 10.09% of sales, as compared to 10.23% in 2003. Labor expense
decreased in 2004 to 3.00% of total sales, down from 3.11% for the prior year, as a
direct result of increased labor efficiency. Under the new union contract, increases
in labor expense will be limited by a cap on increases in costs for wages and
benefits of 4% per year in each year of the five year contract. Administrative
expenses of 5.06% for the current year represent a .04% increase over 2003, a
percentage increase due to the reduction in sales as well as due to a ten percent
increase in the cost of insurance and an increase of legal and consulting expenses
resulting from recent strategic planning discussions. Offsetting this was an increase
In vacancies in personne! during this same period.

Interest expense was reduced during the past year by $89,747 as a result of
not allowing excess capital deposits to be made in the period after September 16,
2003, thus increasing use of the Company’s line of credit at a lower interest rate
(averaging 3.10% versus 4.5% for excess deposits).

Pre-tax income amounted to $434,587 in 2004, as compared to $144,799 in
2003. The major contributors to the increase in 2003 were the decrease in labor
expenses and interest expense described above.

Fiscal Year Ended March 28, 2003 Compared to Fiscal Year Ended
March 29, 2002. For the fiscal year ended March 28, 2003, Company sales were
3.88% less than the prior year ended March 29, 2002. The Company had a net
income in fiscal 2003 of $127,307 as compared to $240,629 in fiscal 2002.

Sales for the year ended March 28, 2003 of $132,124,796 represent a
decrease of $5,332,365 from prior year. The decrease can be attributed to a number
of factors. Price declines in the beef, pork and milk commodity markets were
reflected in lower wholesale prices, meaning that the total dollar value of sales
decreased on similar volume of goods sold. Similarly, for the last six months of the
fiscal year Phillip Morris provided discounts of up to 23% of cost on key items,
which discounts, in turn, were passed along to our customers. The loss of two retail
accounts during the year also had a negative impact on sales, although the accounts,
in the aggregate, had accounted for less than 1% of sales in previous years. These
factors more than offset any increases from new account sales or expansions.
Commodity prices in the beef and pork markets have risen in the first months of
fiscal 2004, and management expects that prices will either continue to rise or
stabilize at current levels, while prices for milk and cigarettes have remained
largely flat.

Gross profit increased to 6.84% of sales in 2003 from 6.58% in 2002. The
total amount of Gross Profit was unchanged due to the decrease in sales. Profits in
most product categories improved in 2003 as a result of higher allowance retention
through improved buying practices.

Other Operating Income, consisting of service charges, commission
income, advertising, central billing and rental income for fiscal 2003 was $160,194,
or .23% higher, than prior year. For the year ended March 28, 2003, these items
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amounted to 4.10% of sales versus 3.87% for the year ended March 29, 2002. The
increase is due to management efforts to increase all sources of income as the
opportunities arise.

Total operating expenses of $13,586,316 for the year ended March 28,
2003 were 10.28% of sales, as compared to 9.75% in fiscal 2002. Labor expense
increased in 2003 to 2.25% of total sales, up from 2.04% for the prior year, as a
direct result of increased labor inefficiency due to low morale among warehouse
and delivery personnel during prolonged negotiations for a new five year union
contract, which was signed in September, 2002. Under the new union contract,
increases in labor expense will be limited by a cap on increases in costs for wages
and benefits of 4% per year in each year of the five year contract. Administrative
expenses of 6.40% for the current year represent a .30% increase over fiscal 2002, a
percentage increase due to the reduction in sales as well as due to a twenty percent
increase in the cost of insurance. Management also reduced the number of
administrative positions in fiscal 2003 to control expenses. In addition, $47,000
was recognized from a reduction in the allowance for doubtful accounts for 2003.

Interest expense had remained stable for the years of 1997 to 2001 at
$885,935, $894,592, $895,327, $883,713, and $907,992, respectively, while the
portion paid to holders of the variable rate subordinated debt securities (as
contrasted to other lenders) has increased in each of the last four years. In fiscal
2002 the total interest expensed was $672,651. This dramatic decrease with regard
to previous years was due to lower interest rates paid on company obligations, as
evidenced by the prime interest rate dropping from a high of 9.50% at the beginning
of fiscal 2000 to a low of 4.75% at year end. This trend of decreasing interest rates
continued in 2003 and the year ended with an interest expense of $651,976. The
average rate paid on the Variable Rate Subordinated Debt Securities decreased
from 5.38% to 4.875% in fiscal 2003.

Pre-tax income amounted to $238,937 in fiscal 2003, as compared to
$360,291 in fiscal 2002. The major contributors to the decrease in fiscal 2003 were
the 3.88% decrease in the cash value of sales and the increase in labor expenses
described above.

Fiscal Year Ended March 29, 2002 Compared to Fiscal Year Ended
March 30, 2001. For the fiscal year ended March 29, 2002, Company sales were
greater than the prior year ended March 30, 2001 by 4.47%. Net income was
$240,629 in fiscal 2002 as compared to $126,856 in fiscal 2001.

Sales for the year ended March 29, 2002 of $137,457,161 represented an
increase of $5,877,776 over prior year. The increase of 4.47% was the result of the
addition of several large retail accounts, an increase in same - store sales and
expansion into other marketing territories.

Sales- related income items of gross profit, service charge, advertising and
central billing for fiscal 2002 were up by $294,624, an increase of 2.09% over the
prior fiscal year. For the year ended March 29, 2002, these items amounted to
10.45% of sales versus 10.67% for the year ended March 30, 2001. The decrease in
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percent was due to a shift in the sales mix; increased cigarette sales (which are not
compensated on fee) reduced the service fee revenue as a percentage of sales by 23
basis points.

Total operating expenses of $13,391,828 for the year ended March 29,
2002 were 9.75% of sales, as compared to 9.83% in fiscal 2001. In Fiscal 2002
labor expenses as a percentage of total sales dropped to 2.04%, versus 2.17% in
Fiscal 2001, as a result of a full year of increased efficiency in the warehouse
management system. Administrative expenses rose over the prior year from 6.18%
to 6.29%. Besides normal wage increases, the cost of insurance benefits for
employees increased 20%, and bad debt expenses were higher than prior year by
$100,000 due to the reduction of the bad debt reserve in fiscal 2001 by that same
amount.

Interest expense had remained stable for the previous five years at
$907,992, $883,713, $895,327, $894,592 and $885,935 for the years 2001, 2000,
1999, 1998, and 1997, respectively, while the portion paid to holders of the
Securities and holders of required capital deposits (Factor) (as contrasted to other
lenders) increased in each of the previous four years. In fiscal 2002 the total interest
expensed was $672,651. This dramatic decrease with regard to previous years was
due to lower interest rates on company obligations, as evidenced by the prime
interest rate dropping from a high of 9.50% in fiscal 2000 to a low of 4.75% in
fiscal 2002. The average rate paid on the Securities and required capital deposits
(Factor) decreased from 7.25% to 5.38% in fiscal 2002.

Pre-tax income amounted to $360,291 in fiscal 2002, compared to
$275,838 in fiscal 2001. The major contributors to this increase in fiscal 2002 were
the 4.47% increase in sales, the increased warehouse productivity from the
warehouse management system, and the interest savings related to the decrease in
the prime rate.

Fiscal Year Ended March 30. 2001 Compared to Fiscal Year Ended
March 31, 2000. For the fiscal year ended March 30, 2001, Company sales were
less than those for the prior year ended March 31, 2000 by 21.37%. Net income
was $126,856 in fiscal 2001 as compared to a loss of ($183,930) in fiscal 2000.

Sales for the year of $131,579,385 represented a decrease of $35,761,831
from the prior year. During the last month of Fiscal 2000 the Company lost its
biggest customer (Irving Oil), which equated to 18% of revenue or nearly
$30,100,000 of sales. Also, the Company had a 53 week year during fiscal 2000 in
which another $3,200,000 of sales had inflated fiscal 2000 versus fiscal 2001.

Sales related income items of gross profit, service charge, advertising and
central billing for fiscal 2001 were $2,533,114 or 15.27% less than the prior year.
For the year ended March 30, 2001, these items amounted to 10.68% of sales
versus 9.91% for the year ended March 31, 2000. Although the lost Irving sales
meant less gross profit dollars, the Company’s actual gross profit percentage
increased due to the fact that most of the Irving business was non-service fee
related. (The decrease in sales made the Company unable to take advantage of
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49.

volume discounts and allowances, as reflected in a current gross profit margin of
6.62% of sales as compared to 6.76% in the prior year. However, service fee
charges went from 2.28% in fiscal 2000 to 2.86% in the current year.)

Total operating expenses of $12,943,650 for the year ended March 30,
2001 were 9.83% of sales, as compared to 9.59% in fiscal 2000. From fiscal 1996
through fiscal 2001, the Company had operating expenses ranging from a high of
9.83% of sales to a low of 9.07% of sales. Direct labor expense has increased
steadily over the period from 1.90% of total sales in 1996 to 2.17% in 2001 as a
result of contractual increases to union employees and the implementation of a
warehouse management system in fiscal 2000 that far exceeded budgeted direct
labor costs due to additional training needs. Administrative and retail costs rose
over the previous last years but at a lower rate than revenues. In 1996,
administrative and retail costs were 6.22% of sales; in 1999, they were 5.90% of
sales. But in fiscal 2000 those costs, although less in dollars because of layoffs
resulting from the loss of the Irving account, represented a higher percentage of
Company sales due to a 21% drop in sales.

The decrease in interest income to $28,678 in fiscal 2001 from $43,100 in
2000 was due to a reduction in Notes Receivable due from Members.

There was a gain of $29,417 on the sale of property in 2001 as compared to
a loss of $96,181 in 2000. The Company recognized a one-time charge for the sale
of two former retail sites in 2000.

Interest expense remained stable for the previous five years at $907,992,
$883,713, $895,327, $894,592 and $885,935 for the years 2001, 2000, 1999, 1998,
and 1997, respectively, while the portion paid to members (as contrasted to other
lenders) increased in each of the previous four years. Short-term borrowing
decreased in fiscal 2001 due to the loss of our largest customer (which carried a
substantial accounts receivable balance) and an increase in capital deposits of
$34,981.

Pre-tax income amounted to $275,838 in fiscal 2001 compared to a loss of
(5348,476) in fiscal 2000. The major contributors to this loss in fiscal 2000 were
Y2K conversion and the new warehouse management system.

If the Company sells a product or products and has had significant sales during its last
fiscal year, state the existing gross margin (net sales less cost of such sales as presented in
accordance with generally accepted accounting principles) as a percentage of sales for the
last fiscal year: 6.84%.

What is the anticipated gross margin for next year of operations? Approximately 6.84%.
If this is expected to change, explain. Also, if reasonably current gross margin figures are

available for the industry, indicate these figures and the source or sources from which they
are obtained.
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The most recent Distributor Productivity and Financial Report prepared by
Food Distributors International (2002) showed an average gross margin in 2001 for
wholesalers with net sales of under $600 million and 9.6%; the average gross
margin of all North American Wholesale Grocers Association members in 2001
was 10%.

50. Foreign sales as a percent of total sales for last fiscal year: 0%. Domestic government
sales as a percent of total domestic sales for last fiscal year: 0%.

Explain the nature of these sales, including any anticipated changes:

Not applicable.
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PART F/S

Attach: 1. Balance sheet as of end of last two fiscal years (audited).
2. Balance Sheet as of January 30, 2004 (unaudited).
3. Statements of income, cash flows and stockholders’ equity for each of the last 2

fiscal years.

4. Statements of income', cash flows and stockholders’ equity for the period ended
January 30, 2004 (unaudited).

! In the opinion of management, all adjustments necessary for a fair statement of results for this
period have been included. Such adjustments are of a normal recurring nature.
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ASSOCIATED GROCERS OF MAINE, INC.and Subsidiaries
CONSOLIDATED BALANCE SHEET (unaudited)

As of January 30, 2004
CURRENT ASSETS:

Cash

Accounts Receivable
Notes Receivable Members
Inventories

Prepaid Expenses
Deferred Taxes

Total Current Assets

PROPERTY AND EQUIPMENT:

Land & Improvements
Buildings

Vehicles

Equipment

Total Property and Equipment
Accumulated Depreciation

Net Property and Equipment

OTHER ASSETS:

Allied Investment
Investments - Other
Unamortized Expenses

Total Other Assets
TOTAL ASSETS

CURRENT LIABILITIES:

Notes Payable

Accounts Payable - Trade
Accounts Payable - Allied
Current Portion of LT Debt
Accrued Expenses

Total Current Liabilities
LONG-TERM LIABILITIES
DEFERRED TAXES
CAPITAL DEPOSITS
STOCKHOLDERS EQUITY:

Common Stock

Paid-In Capital

Preferred Stock

Preferred Stock Subscribed

Retained Earnings
Current Year Earnings

Less subscriptions receivable
Total Equity

TOTAL LIABILITIES AND EQUITY

Consolidated

225,258
5,207,670
1,110,542
6,828,137

608,402

286,000

14,266,009

669,774
6,459,735
720,225
7,141,098

14,990,832
(9,564,247)

5,426,585

0
309,218
13,809

323,027

20,015,621

3,975,000
4,382,383
0

49,000
756,381

9,162,764

531,887
336,271

7,086,010

363,000
231,567
972,500
220,000
1,035,549
296,073

3,118,689
220,000
2,898,689

20,015,621



Warehouse Sales
Cost of Goods Sold

Warehouse G.P.
Percent of Whse Sales

Central Billing Sales
Central Billing C/S

Central Billing G.P.
Percent of C.B. Sales

Vevndor Discounts
Total All Sales

Total G.P. & Disc.
Percent of All Sales

Other Revenues:
Interest Income
Advert. Income
Service Charges
Miscellaneous
Commission Income
Rental Income

Total Other Revenues
Total All Revenues

Operating Expenses:

Labor-Whse.&Trans.

Trucks & Trailers
Warehouse
Depreciation
Administrative

Total Operating Exp.
Percent of All Sales

Operating Inc./(loss)

Interest Expense

Net Pre-Tax Earnings
Income Tax Expense

Net Income

Associated Grocers of Maine, Inc and Subsidiaries
CONSOLIDATED INCOME STATEMENT (Unaudited)
Period Ended January 30, 2004

$96,291,522
$89,407,084

$6,884,438
7.15%

$16,742,745
$16,170,690

$572,055
3.42%

$1,049,591
$113,034,267
$8,506,084

7.53%

$45,277
$667,048
$2,348,459
$489,120
$254,258
$0

$3,804,162
$12,310,246
$3,396,633
$983,657
$649,145
$653,372
$5,723,435

$11,406,242
10.09%

$904,004

$469,417

$434,587

138,514

$296,073
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Assoctated Grocers of Maine, Inc. and Subsidiaries
Consolidated Statements of Cash Flows (Unaudited)
Period Ended January 30,2004

Cash Flows from Operating Activities:
Net Income 296,073
Adjustments to reconcile net income
to net cash provided by operating activities

Depreciation 612,135
Amortization 6
Gain on sale of fixed assets (1,350)
Deferred Taxes 3,271
(Increase) decrease in operating assets:
Trade Accounts Receivable (489,467)
Inventories 432,310
Inventories-supplies 368
Prepaid Expenses (245,795)
Income Taxes Refundable 39,680
Increase (decrease) in operating liabilities:
Accounts Payable 894,882
Accrued Expenses (316,925)
Net cash provided by operating activities: 1,225,188

Cash flows from investing activities:

Disbursements on notes receivable - members (482,581)
Principal payments received on notes rec. members 274,423
Proceeds from sale of property and equipment 35,921
Purchase of property, plant, and equipment (291,420)
Purchase of investment in grocery coops : (30,000)
Net cash used in investing activities (503,657)

Cash flows from financing activities:

Net borrowings under line-of-credit agreement 503,632

Principal payments on long-term debt (35,994)
Proceeds from issuance of preferred stock 7,500
Proceeds from issuance of common stock 42,959
Redemption of preferred stock (80,000)
Redemption of common stock (48,013)
Deposits to capital deposits 1,536,211

Withdrawals from capital deposits (2,535,486)
Dividends paid (48,225)
Net cash used by financing activities (657,416)
Net increase in cash and cash equivalents 64,115
Cash and cash equivalents at beginning of period 161,143

Cash and cash equivalents at end of period 225,258
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BAKER NEWMAN & NOYES

LimITED LIABILITY COMPANY

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT

The Board of Directors
Associated Grocers of Maine, Inc.

We have audited the accompanying consolidated balance sheets of Associated Grocers of Maine, Inc. and
Subsidiaries as of March 28, 2003 and March 29, 2002 and the related consolidated statements of income and
comprehensive income, stockholders’ equity and cash flows for the years then ended. These financial

statements are the responsibility of the Association’s management. Our responsibility 1s to express an
opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as

evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis
for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the financial position of Associated Grocers of Maine, Inc. and Subsidiaries as of March 28, 2003 and
March 29, 2002, and the results of their operations and their cash flows for the years then ended in
conformity with accounting principles generally accepted in the United States of America.

As described in note 1 to the financial statements, the Company adopted the provisions of Statement of

Financial Accounting Standards No. 133, Accounting for Derivative Instruments and Hedging Activities, as
amended, for the year ended March 29, 2002.

Ka//va«. Ueoran 2laen

Portland, Maine Limited Liability Company

May §, 2003

One Hunoreo Miooce Street, P.O. Box 507. PorTLanD., Maine O4n2 . TeLdbrone 207-878-2100 - Teugrax 207-774-1782 . wWww.BNNCPA.COM
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ASSOCIATED GROCERS OF MAINE, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

March 28, 2003 and March 29, 2002

ASSETS
003 2002
Current assets:
Cash and cash equivalents $ 161,143 § 752,726
Trade accounts receivable (less allowance for doubtful
accounts of $150,000 in 2003 and $196,813 in 2002) 4,718,203 5,299,492
Notes receivable — members, current portion 257,216 234,425
Inventories 7,151,527 7,352,912
Inventories — supplies 109,288 144,270
Prepaid expenses 362,607 338,681
Income taxes refundable 39,680 -
Deferred taxes 286,000 330,000
Total current assets 13,085,664 14,452,506
Property, plant and equipment:
Land and land improvements 157,369 157,369
Buildings 5,824,870 6,170,040
Automotive equipment 1,088,626 909,334
Office furniture and equipment 2,209,265 2,152,878
Warehouse equipment and information systems 5,358,707 5,081,452
Retail equipment - 145.853
14,638,837 14,616,926
Less accumulated depreciation 8.952.112 8.471.816
5,686,725 6,145,110
Construction in progress 95.146 64.367
5,781,871 6,209,477
Other assets:
Notes receivable — members 635,168 343,594
Investments in grocery cooperatives 279,218 262,733
Deferred finance costs, net 13.815 19,002
928,201 625.329
Total assets $_19795 736 & 21287212




LIABILITIES AND STOCKHOLDERS® EQUITY

Current liabilities:
Bank overdraft
Notes payable
Current portion of long-term debt

Current portion of obligations under capital lease
Accounts payable
Accrued expenses

Total current liabilities

Other liabilities:
Long-term debt — net of current portion
Deferred taxes

Total other liabilities
Capital deposits
Total liabilities

Stockholders’ equity:
Preferred stock — noncumulative; $2,500 par value,
authorized — 1,600 shares, issued — 399 shares (420 in 2002)
Preferred stock subscribed, and unissued
Common stock — §1,500 par value, authorized —
800 shares, issued — 244 shares (245 in 2002)
Paid-in capital
Retained earnings
Accumulated other comprehensive loss

Less: subscriptions receivable — preferred stock

Total liabilities and stockholders’ equity

See accompanying notes.

003 200
$ 471368 $ 1,084,609
3,000,000 3,654,000
47,579 45,132
- 158,484
3,487,501 3,760,992
1,073,306 1.348.716
8,079,754 10,051,933
569,302 616,880
333,000 243,000
902,302 859,880
8,132,785 7,759,008
17,114,841 18,670,821
997,500 1,050,000
220,000 175,000
366,000 367,500
233,621 232,342
1,083,774 1,008,649
- (42,000)
2,900,895 2,791,491
220,000 175.000
2,680,895 2,616,491
$_19795736 $_21.287312



ASSOCIATED GROCERS OF MAINE, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

AND COMPREHENSIVE INCOME

Years Ended March 28, 2003 and March 29, 2002

Sales
Cost of sales

Gross profit before vendors’ discounts
Vendors’ discounts

Gross profit

Other operating income:
Service charges
Commission income
Advertising
Central billing
Rental income

Operating expenses:
Labor — warehouse, handling and delivery
Trucks and trailers
Warehouse
Depreciation
Administrative

Operating income

Other income (expense):
Interest on savings and notes receivable

(Loss) gain on sale of property and equipment
Miscellaneous

Interest on members’ accounts
Interest — other

Income before income tax expense
Income tax expense

Net income

Other comprehensive income (loss):
Gain (loss) on derivative cash flow hedge

Comprehensive income
Basic and diluted earnings per common share

See accompanying notes.

003 % of Sales
$ 132,124,796 100.00%
124,313,015 94.09
7,811,781 591
1,221,514 93
9,033,295 6.84
3,607,434 2.73
228,755 17
748,379 .56
838,031 63
5,422,599 4.10
2,976,898 2.25
1,093,281 .83
313,150 24
751,220 .56
8.451.767 6.40
13.586.316 10.28
869,578 .66
20,066 01
(3,058) -
4,327 -
(414,990) (31)
{236.986) (.18)
(630.641) (.48)
238,937 .18
(111.630) (.08)
127,307 10%
42.000
S__ 169307
$__ 38632

2002 % of Sales
$ 137,457,161 100.00%
129,861,270 94.47
7,595,891 5.53
1,437.637 1.05
9,033,528 6.58
3,614.971 2.63
186,699 14
694,712 .50
766,023 .56
52,500 04
5,314,905 3.87
2,804,149 2.04
1,107,935 81
325,249 24
764,760 .56
8.389.735 6.10
13.391.828 » 9.75
956,605 .70
27,235 .02
38,215 .03
10,887 .01
(369,635) (.27)
(303.016) (23)
(596.314) (44)
360,291 26
(119.662) {09)
240,629 _17%
(42.000)
hY 198,629
§___ 83442



ASSOCIATED GROCERS OF MAINE, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

Balances at March 30, 2001

Add:

Shares issued:
Preferred stock
Common stock

Subscriptions:
Preferred stock

Net income

Deduct:

Shares redeemed:
Preferred stock
Common stock

Subscriptions redeemed:
Preferred stock

Subscriptions collected:
Preferred stock

Dividends paid

Other comprehensive loss

Balances at March 29, 2002

Add:
Shares issued:
Preferred stock
Common stock
Subscriptions:
Preferred stock
Other comprehensive income

Net income

Deduct:

Shares redeemed:
Preferred stock
Common stock

Subscription redeemed:
Preferred stock

Subscription collected:
Preferred stock

Dividends paid

Balances at March 28, 2003

See accompanying notes.

Years Ended March 28, 2003 and March 29, 2002

Accumulated
Other
Preferred Preferred Common Paid-in Compre- Retained
Stock Subscribed Stock Capital hensive Loss Eamings Total
$ 1,067,500 §$ 172,500 § 372,000 § 235424 % - $ 818,645  $ 2,666,069
75,000 - - - - - 75,000
- - 30,000 20,540 - - 50,540
- 90,000 - - - - 90,000
- - - ~ - 240,629 240,629
92,500 - - - - - 92,500
- - 34,500 23,622 - - 58,122
- 22,500 - - - - 22,500
- 65,000 - - - - 65,000
- - - - - 50,625 50,625
- - - - 42.000 - 42.000
1,050,000 175,000 367,500 232,342 (42,000) 1,008,649 2,791,491
75,000 - - - - - 75,000
- - 43,500 29,783 - - 73,283
- 125,000 - - - - 125,000
- - - - 42,000 - 42,000
- - - - - 127,307 127,307
127,500 - - - - - 127,500
- - 45,000 28,504 - 2,307 75,811
- 27,500 - - - - 27,500
- 52,500 - - - - 52,500
- - - - - 49 875 49.875
S__967500 $_220.000 §_366,000 §$_233621 § - $_1,083.774 $_2.900.895




ASSOCIATED GROCERS OF MAINE, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended March 28, 2003 and March 29, 2002

2003 2002

Cash flows from operating activities:

Net income $ 127,307  § 240,629
Adjustments to reconcile net income

to net cash provided (used) by operating activities:

Depreciation 751,220 764,760
Amortization 5,187 5,187
Loss (gain) on sale of property, plant and equipment 3,058 (38,215)
Gain on sale of investments (2,585) -
Deferred taxes 106,000 107,000
(Increase) decrease in operating assets:
Trade accounts receivable 372,230 (992,157)
Inventories 201,385 (11,044)
Inventories — supplies 34,982 (58,693)
Prepaid expenses (23,926) (10,184)
Income taxes refundable (39,680) 266,500
Other assets - 1,963
Increase (decrease) in operating liabilities:
Accounts payable (273,491) (1,109,474)
Accrued expenses (205.410) 166,073
Net cash provided (used) by operating activities 1,056,277 (667,655)
Cash flows from investing activities:
Disbursements on notes receivable members (561,647) (337,000)
Principal payments received on notes receivable members 200,123 357,879
Proceeds from sale of investments in grocery cooperatives 3,085 40,478
Purchase of investments in grocery cooperatives (16,985) (119,926)
Proceeds from sale of property and equipment 5,250 38,215
Purchase of property, plant and equipment (490.406) (782.901)
Net cash used by investing activities (860,580) (803,255)

Cash flows from financing activities:
Net borrowings (payments) under line-of-credit agreernent

and bank overdraft (1,267,241) 908,355
Principal payments on long-term debt (45,131 (41,629)
" Principal payments under capital lease obligation - (6,404)
Proceeds from issuance of preferred stock 70,956 4,946
Proceeds from issuance of common stock 73,283 50,540
Redemption of preferred stock (127,500) (92,500)
Redemption of common stock (75,811) (58,122)
Deposits to capital deposits 2,967,058 2,732,455
Withdrawals from capital deposits (2,333,019) (2,039,584)
Dividends paid (49.875) (50,625)
Net cash provided (used) by financing activities (787.280) 1.407.432




ASSOCIATED GROCERS OF MAINE, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)

Years Ended March 28, 2003 and March 29, 2002

2003 2002
Net decrease in cash and cash equivalents $ (591,583) % (63,478)
Cash and cash equivalents at beginning of year 752,726 816,204
Cash and cash equivalents at end of year 3 161,143 % 752,726
Supplemental disclosure of cash flow information:
Cash paid during the year:
Interest 3 691,650 § 793,506
Income taxes paid, net of refunds received 45,710 (254,235)

Supplemental disclosure of noncash investing and financing activities:
. Capital deposits were applied to trade accounts receivable and notes receivable — members as follows:

Accounts receivable $ 209,059 § 194,444
Notes receivable 47.158 35,515

$ 256217 § 229959

During 2003, $125,000 of preferred stock was subscribed. The amount subscribed in 2002 was $90,000.

Additional preferred stock was issued in 2003 upon conversion of $4,044 of capital deposits. $70,054 was issued in
2002,

During 2002, accrued expenses increased $70,000, deferred tax asset increased $28,000 and accumulated other
comprehensive loss increased $42,000 as a result of losses on a derivative cash flow hedge.

During 2003, a capital lease with a value of $158,484 was terminated along with property and equipment of the same
value.

See accompanying notes.



ASSOCIATED GROCERS OF MAINE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

March 28, 2003 and March 29, 2002

Summary of Sienificant Accounting Policies

Operations

Associated Grocers of Maine, Inc. (the Association) is primarily in the business of buying, warehousing,
shipping and billing groceries and related products to member stores which, according to the
Association’s Bylaws, are also stockholders of the Association. The Bylaws allow the Association to
sell to nonmember stores, but only in such a way that a competitive advantage to the members is
preserved. The Association operates throughout Maine, New Hampshire, Massachusetts and Vermont.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements. Estimates also affect the reported amounts of revenue and expenses during the
reporting period. Actual results could differ from those estimates.

Fiscal Year

The Association conducts its business on a 52-53 week year. The years ended March 28, 2003 and
March 29, 2002 each contained 52 weeks.

Principles of Consolidation

The consolidated financial statements include the accounts of the Association and its wholly-owned
subsidiaries, Allied Insurance Agency of Maine, Inc. and A.G. Development Corp. All intercompany
accounts and transactions have been eliminated in consolidation. Allied Insurance Agency of Maine,
Inc. was formed to sell insurance to member-retailers, nonmembers and to the Association. A.G.
Development Corp. was created as a separate entity for the purpose of owning, buying, renting and
leasing retail grocery businesses, real estate, buildings, equipment, etc. A.G. Development Corp. had no
substantial activity during 2003 and had no assets or liabilities at March 28, 2003.

Inventories

Inventories, which consist of groceries and related products, are valued at the lower of cost or market,
with cost determined on a first-in, first-out method.

Property, Plant and Equipment

+ A <3 o o And as 4 TMpememminds by POy I FSRPRL el
Property, plant and equipment are recorded at cost. Depreciation is computed by ¢

uic su“a;gut-lme and
accelerated methods over the respective useful lives.
Advertising

Advertising costs are charged to operations when incurred and approximated $65,000 and $112,000 for
2003 and 2002, respectively.



ASSOCIATED GROCERS OF MAINE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

March 28, 2003 and March 29, 2002

Summary of Significant Accounting Policies (Continued)

Revenue Recognition and Accounts Receivable

Revenue is recognized when the product is shipped. The allowance for doubtful accounts is provided
based on an analysis by management of the collectibility of outstanding balances. Management

considers the age of outstanding balances and the creditworthiness of customers in determining the
allowance for doubtful accounts.

Deferred Finance Costs

Costs incurred in connection with obtaining debt are being amortized over the life of the respective loan
on a straight-line method.

Pension Plan

The Association has a deferred savings plan that covers substantially all the Association’s non-union
employees. The Association also contributes on behalf of its union employees to a union pension plan

pursuant to a collectively bargained agreement. The Association’s policy is to accrue pension costs as
incurred.

Income Taxes

Income taxes are provided for based on financial statement income. Deferred income taxes arise from
temporary differences in the bases of assets and liabilities for financial reporting and tax purposes.
Deferred taxes are classified as current or noncurrent, depending on the classification of the assets and
liabilities to which they relate. Deferred taxes arising from temporary differences that are not related to
an asset or liability are classified as current or noncurrent, depending on the periods in which the
temporary differences are expected to reverse. Deferred assets and liabilities are adjusted for the effects

of changes in the tax laws and rates on the date of enactment. The Association files a consolidated tax
return which includes the income or losses for its subsidiaries.

Earnings per Share

Basic and diluted eamings per share (EPS) are computed based on the weighted average number of
common shares outstanding. The following is the reconciliation of the numerators and denominators of
the basic and diluted EPS computation for the years ended:

March 28, 2003 March 29, 2002
Income Shares Per-Share Income Shares Per-Share
(Numerator) (Denominator) _Amount (Numerator)(Denominator) Amount
Net income $ 127,307 - 3 $ 240,629 - b -
Preferred stock -
dividend 31,500 - 32.025 - -
Basic and diluted EPS $_95.807 248 538632 $.208.604 250 $.834.42



ASSOCIATED GROCERS OF MAINE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

March 28, 2003 and March 29, 2002

Summary of Significant Accounting Policies (Continued)

The Association’s calculation for basic and diluted EPS is the same, as there are no options or
convertible securities outstanding.

Statements of Cash Flows

For purposes of the statements of cash flows, the Association considers all highly liquid debt
instruments purchased with an original maturity of three months or less to be cash equivalents.

Reclassification

Certain items in the 2002 financial statements have been reclassified to enhance comparison to the 2003
financial statements.

Interest Rate Swap Agreement

The Financial Accounting Standards Board (FASB) issued Statement No. 133, Accounting for
Derivative Instruments and Hedging Activities. This statement, effective for the Company in the year
ended March 29, 2002, requires that the Company record as an asset or liability the fair value of the
interest rate swap agreement described in note 5. This statement also stipulates the criteria necessary
for the interest rate swap agreement to qualify for cash flow hedge accounting. The effective portion of
gains or losses under cash flow hedge accounting is reported as a component of equity in accumulated
other comprehensive income (loss). During 2002, the Company used cash flow hedge accounting to
account for the interest rate swap agreement. The Company determined that the interest rate swap is
highly effective in hedging its exposure to variable interest rates on its debt.

As of March 29, 2002, the Company has a liability of $70,000 as a result of the interest rate swap
agreement, which has been included in accrued expenses. The fair value on the interest rate swap
agreement at March 29, 2002 of $70,000 less the related income tax effect of $28,000 has been recorded
as a component of comprehensive income. The impact of adoption of this statement as of the beginning
of fiscal 2002 is treated as a cumulative effect of an accounting change and consisted of the fair value of
the agreement at that date, a liability of $83,000, less income tax effects of $23,000.

Cumulative effect of change in accounting for derivatives $50,000
Change in fair value of derivative, net of tax (8.000)
Other comprehensive loss $42,000

The interest rate swap agreement expired in September 2002. The Company recognized $42,000 of

3 Y ' ’70(’\‘2
other comprehensive income in 2003,
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ASSOCIATED GROCERS OF MAINE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

March 28, 2003 and March 29, 2002

Cash

The Association maintains its cash accounts in four commercial banks. Accounts at each bank are
guaranteed by the Federal Deposit Insurance Corporation (FDIC) up to $100,000. At various times
throughout the year, the Association has cash on deposit in excess of the FDIC coverage. The
Association had $1,251,749 on deposit in excess of FDIC coverage at March 28, 2003. The bank
balance is higher than book due to outstanding checks.

Notes Receivable - Members

The Association has notes receivable with some members. The majority of these notes are secured by

property and securities. Interest rates on the notes at March 2§, 2003 range from 0% to 6.25%
(March 29, 2002 range from 0% to 6.25%).

The composition of notes receivable was as follows:

003 2002
Notes receivable $892,384  $578,019
Less: current portion 257.216 234,425

$635168  $343,594

Investments In Grocery Cooperatives

The Association owned 2,942 Class C stock shares at March 28, 2003 and March 29, 2002, in
Associated Wholesalers, Inc., a grocery and health and beauty care distribution cooperative based in
Pennsylvania. The Association owned 194,614 and 177,906 shares at March 28, 2003 and March 29,
2002, respectively, of nonvoting common stock in Western Family Holding Company, the parent
organization to Western Family Foods, Inc., a grocery distribution cooperative based in Oregon. These
shares of Associated Wholesalers, Inc. and Western Family Holding Company are non-trading securities
and carried at cost for financial statement purposes. Investments in grocery cooperatives are as follows:

003 2002
Associated Wholesalers, Inc. § 80,956 $ 80,956
Western Family Holding Company 194,713 178,005
Other grocery cooperatives 3.549 3,772

$279218  $262.733

11



ASSOCIATED GROCERS OF MAINE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

March 28, 2003 and March 29, 2002

5. Notes Payable

The notes payable were as follows:

&
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Fleet Bank:
$6,000,000 line of credit with interest rates at London

Interbank Offered Rate (LIBOR) plus 175 basis points
for base borrowing (3.02% and 3.596% at
March 28, 2003 and March 29, 2002) maturing
September 30, 2004 and, at March 29, 2002 Fleet
Bank of Maine’s prime lending rate for borrowings
in excess of $3,500,000 (4.75% at March 29, 2002),

secured by all corporate assets $3,000,000 $3,654.000

The Company entered into an interest rate swap agreement which effectively converted a portion of its
variable rate LIBOR debt to fixed rate debt outstanding at March 29, 2002, as follows:

Notional amount $2,500,000
Interest payable ~ fixed rate 8.33%
Expiration date September 30, 2002
Fair value of swap — liability — March 29, 2002 $70,000

The swap agreement terminated September 2002.

The Association also has a revolving term loan in the amount of $2,000,000 for the purpose of lending
to member stores. There was no outstanding balance as of March 28, 2003 and March 29, 2002.

Restrictive Covenants

The loan agreement relating to the Fleet Bank revolving term loan contains various covenants pertaining
to maintenance of net worth with various financial ratios, capital expenditures, and other reporting
requirements. As of March 28, 2003, the Association was in compliance with these covenants.

12



ASSOCIATED GROCERS OF MAINE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

March 28, 2003 and March 29, 2002

Long-Term Debt

Long-term debt was as follows:

2003 2002
City of Gardiner, Maine:
Urban Development Action Grant — secured by land,
buildings, fixtures and equipment, interest rate 8%
payable in 19 quarterly installments of $23,200
through November 2005 with a balloon payment
in 2006 $614,297 $655,865
Secured by a vehicle, interest rate 10% 2.584 6,147
616,881 662,012
Less: current portion 47,579 45,132
$569.302 $616.880
Maturities of long-term debt are as follows:
2004 $ 47,579
2005 48,704
2006 520,599
Leases

The Association leases automotive equipment, computer and office equipment under operating leases
with various terms. Rent expense approximated $889,000 for 2003 and $948,000 for 2002. The future
minimum rental payments required under operating leases are as follows:

2004 $ 658,000
2005 579,000
2006 499,000
2007 463,000
2008 332,000
Thereafter 276,000

Total minimum future rentals $2.807,000

The automotive equipment leases contain requirements for possible additional mileage surcharges in

addition to the amounts disclosed above. A portion of the lease payments for automotive equipment
include payments for repairs and maintenance.

13



ASSOCIATED GROCERS OF MAINE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

March 28, 2003 and March 29, 2002

Leases (Continued)

In connection with a member store’s lease obligation on a retail building and equipment located in

Skowhegan, Maine, the Association guarantees rental payments to a third party for $65,000 per year
until 2006. The maximum exposure to the Association is $195,000.

Capital Deposits

In order to assure the Association of working capital and to provide security for credit extended to
stockholders, each stockholder is required to invest in “capital deposits” of the Association to the extent
of the member’s capital deposit factor. The capital deposit factor is based upon three times each store’s
average total weekly purchases from the preceding year, up to $50,000 per store. Every member store is
required to pay into its capital deposit account a minimum of 1% of its total purchases until such time
that the store’s capital deposit factor has been met.

For the years ended March 28, 2003 and March 29, 2002, interest was paid at the rate of 4.5% and
5.25%, respectively, on the member’s capital deposit factor after attaining one week’s average weekly
purchases, and at the average prime rate less .75% and 1% for the years ended March 28, 2003 and
March 29, 2002, respectively, or the capital deposit factor rate (whichever is higher) for amounts in
excess of the member’s capital deposit factor (certificates of capital deposits).

If a stockholder sells his/her stock or otherwise ceases to be eligible for membership in the Association,
his/her capital deposits become payable upon demand, with actual payment made approximately six

weeks from the date of demand due to administrative requirements.

Detail of capital deposits was as follows:

003 2002
Capital deposits $7,879,505 $7,400,545
Certificates of capital deposits, one-year term,
rates of 4.5% in 2003 and 5.25% to 7% in 2002 253,280 358,463

$8.132.785 $1,750,008

Stockholders’ Equity

A requirement of the Association is that the preferred and common stock of Associated Grocers of
Maine, Inc. owned by each member be pledged to the Association for security of that member’s

- -m T - 4 Tem bl man U awalas +1 T~ daw o . 1 honflne
accounts receivable. Upon termination of a membership, the stockholder is required to resell his/her

stock to the Association. The members are required to purchase one share of Class A stock upon
joining the organization at a par value of $1,500 and an additional $1,027 of paid in capital.

The Association authorized 1,600 shares of Class B, nonvoting, preferred stock at a par value of $2,500
each with a noncumulative dividend preference not to exceed 12%. Any dividends on all stock may be
applied to the member’s capital deposit account.

14
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ASSOCIATED GROCERS OF MAINE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

March 28, 2003 and March 29, 2002

Stockholders’ Equity (Continued)

Members are required to purchase two shares of the Class B stock. Members have the option of
purchasing the stock outright or may have funds transferred from their capital deposit accounts. If funds
are transferred from the capital deposit accounts, members are required to replenish their accounts up to
their factors by weekly payments equal to 1% of their purchases.

As of March 28, 2003, 88 shares of preferred stock were subscribed by member-stores in the amount of
$220,000 (70 shares in the amount of $175,000 at March 29, 2002).

Benefit Plans

The Association’s defined contribution plan for the union requires a per hour contribution for
employees in 2003 and 2002 (not to exceed 40 hours per week), respectively.

The Association has a deferred savings 401(k), plan, which covers eligible non-union employees. The
Association will match up to the first 3.5% of the employee compensation.

Pension expense for 2003 and 2002 was $326,961 and $296,553, respectively.

Income Taxes

Income tax expense (benefit) was as follows:

2003 2002
Current  Deferred Total Current Deferred Total
Federal $§ (143) § 85,000 § 84,857 $16,259 § 86,000 §102,259
State 5773 21,000 26.773 (3.597) 21.000 17.403
$.5,630 $106,000 $111,630 $12,662 $107,000 $119.662

The Association’s effective income tax rate is different than would be expected if the federal statutory
rate was applied to income from operations primarily because of expenses deductible for financial
reporting purposes that are not deductible for tax purposes.



ASSOCIATED GROCERS OF MAINE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

March 28, 2003 and March 29, 2002

11. Income Taxes (Continued)

A reconciliation of income tax expense at the statutory federal rate of 34% to income tax expense at the
Association’s effective rate is as follows:

003 2002
Computed tax at the expected statutory rate $ 81,238 $122,500
State taxes, net of federal benefits 17,670 11,500
Other 12,722 (14.338)
$111.630 $119.662

Deferred income taxes reflect the net tax effects of temporary differences between the financial

statement carrying amount of assets and liabilities and the amounts used for income tax purposes and are
attributable to the following:

003 002
Deferred tax asset:
Trade accounts receivable and notes receivable $ 60,000 $ 78,000
Inventories 89,000 94,000
Accrued compensated absences 134,000 130,000
Interest rate swap - 28,000
Net operating loss carryforward 3.000 -
Total gross deferred tax asset 286,000 330,000
Deferred tax liabilities:
Depreciation (333.000) (243.000)
Net deferred tax (liability) asset $_(47.000) $_ 87,000
The net deferred tax assets (liability) in the accompanying balance sheets consist of the following
components:
200 2002
Deferred tax assets — current § 286,000 $ 330,000

Deferred tax liability — noncurrent

.-

(333.000) (243.000)

Net deferred tax (liability) asset $_(47.000) $__87.000

Management of the Association believes it is more likely than not that the deferred tax asset can be

realized through the Association’s ability to generate taxable income in the future. Therefore no
valuation allowance is necessary on March 28, 2003 and March 29, 2002.

16
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ASSOCIATED GROCERS OF MAINE, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

March 28, 2003 and March 29, 2002

Related Party Transactions

Board of Directors

Directors fees and travel reimbursement paid to the Board of Directors amounted to approximately
$65,000 for the years ended March 28, 2003 and March 29, 2002.

The Association has note receivables with certain board members of $151,846 and $54,706, as of
March 28, 2003 and March 29, 2002, respectively. (See note 3)

Segment Reporting

The Association has addressed the reporting requirements under Financial Accounting Standards
Statements (FASB) No. 131, Disclosures about Segments of an Enterprise, and related information and
has classified its operations into three reportable segments that provide different products or services.
Separate management of each segment is required because each business unit is subject to different
marketing, distribution and service strategies. Reportable segments are as follows:

A.G.

2003 1
External:

Sales $ 132,124,796

Service Charges 3,600,429

Commission income -

Advertising 748,379

Central billing 838,031
Intersegment revenue
Interest expense 660,016
Depreciation and

amortization 753,755
Profit (loss) 127,307
Assets 20,562,800
Expenditures for

long-lived assets 490,406
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$

Allied
2

15,045
273,605

52,890

2,652 -

75,793
949,309

Eliminations

(8,0_40)
(44,850)

(52,890)
(8,040)

(75,793)
(1,716,373)

Total

§ 132,124,796
3,607,434
228,755
748,379
838,031

651,976
756,407
127,307
19,795,736

490,406



13.

14,

15.

ASSOCIATED GROCERS OF MAINE, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

March 28, 2003 and March 29, 2002

Segment Reporting (Continued)

AG.

2002 1
External:

Sales $ 137,457,161

Service Charges 3,607,963

Commission income -

Advertising 694,712

Central billing 766,023

Rental income -
Intersegment revenue -
Interest expense 663,653
Depreciation and

amortization 742,588
Profit (loss) 240,629
Assets 21,565,555
Expenditures for

long-lived assets 763,750

$

Allied Development
2 3
15,048 -
234,588 -
- 52,500
55,929 -
- 17,038
5,660 21,699
50,325 (17,759)
929,321 254,287
19,151 -

Eliminations

(8,0—40)
(47,889)

(55,929)
(8,040)

(32,566)

(1,461,851)

Total

§ 137,457,161
3,614,971
186,699
694,712
766,023
52,500

672,651
769,947
240,629

21,287,312

782,901

Reportable segment 1 consists of Associated Grocers of Maine, which primarily derives its revenue
from the wholesale distribution of groceries. Segment 2 consists of Allied Insurance Agency of Maine,
Inc., which derives its commission revenues from sales of insurance to member stores and others.
Segment 3 consists of A.G. Development Corp., which leases retail grocery store property and
equipment. The accounting policies applied by each of the segments are the same as those used by the

Association.

Subsequent Event

On May 20, 2003, the Board of Directors declared a $75 per share cash dividend to preferred and

common stockholders payable on June 20, 2003 to stockholders of record on March 28, 2003. Total
amount of dividends to be paid approximates $48,225.

Concentrations

All of the Association’s truck drivers, warehousemen and helpers are covered by a union contract that

expires on August 31, 2006.
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17.

ASSOCIATED GROCERS OF MAINE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

March 28, 2003 and March 29, 2002

Commitments

On February 14, 2003, the Association signed an agreement with JPB Enterprises, Inc. (JPBE) whereby
JPBE will act as an investment banker to the Association in connection with any proposed business
combinations involving the Association and any other party, including analyzing, structuring,
negotiating and effecting any proposed business combinations.

JPBE will be paid a nonrefundable fee of $5,000 per month for a period of five months and will receive

a success fee based on a percentage of the aggregate purchase price in any business combinations
pursuant to the agreement.

Fair Value of Financial Instruments

The Association’s financial instruments, other than long-term debt, consist of cash and cash equivalents,
receivables and payables, all of which have fair values substantially equal to carrying values due to their
short-term nature. The fair value of the Company’s long-term debt also approximates its carrying value.
The fair value of the interest rate swap agreement at March 29, 2002 is discussed in note 5.
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_

BAKER NEWMAN & NOYES

LIMITED LIABILITY COMPANY

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT ON CONSOLIDATING
AND ADDITIONAL INFORMATION

The Board of Directors
Associated Grocers of Maine, Inc.

Our audits were made for the purpose of forming an opinion on the basic consolidated financial statements
taken as a whole. The consolidating information is presented for purposes of additional analysis of the basic
consolidated financial statements rather than to present the financial position, results of operations and cash
flows of the individual companies and is not a required part of the basic consolidated financial statements.
The consolidating information has been subjected to the auditing procedures applied in the audits of the basic

consolidated financial statements and, in our opinion, is fairly stated in all material respects in relation to the
basic consolidated financial statements taken as a whole.

Portland, Maine Limited Liability Company

May 8, 2003

OnE Hunorep MiooLe STreer, P.O. Box 507, ForTLAND. Maine O4112 « TeZfHone 207-879-2100 - Tewerax 207-774-1723 « wWW.BNNCPA.COM
650 Evm S7eeeT. Suite 202, MancHESTER, New Hameswire O3101 . Terepwone 603-641-6171 . Tewersax 603-666-0643 - MAILEBNNCPA.COM



ASSOCIATED GROCERS OF MAINE, INC. AND SUBSIDIARIES
CONSOLIDATING BALANCE SHEET

March 28, 2003 with Comparative Information for March 29, 2002

ASSETS
Consolidating Information
Allied
Associated Insurance
Grocers Agency Elimination

Current assets:
Cash and cash equivalents b 15,634 $ 145,509 S
Trade accounts receivable(less allowance
for doubtful accounts of $150,000 in

2003 and $196,813 in 2002) 4,703,917 72,212 (57,926)
Accounts receivable — affiliate - 711,551 (711,551)
Notes receivable — members, current portion 257,216 - -
Inventories 7,151,527 - -
Inventories — supplies 109,288 - -
Prepaid expenses 356,045 6,562 -
Income taxes refundable 39,680 - -
Deferred taxes 286,000 - -

Total current assets 12,919,307 935,834 (769,477)

Property, plant and equipment:
Land and land improvements 157,369 - -
Buildings 5,824,870 - -
Automotive equipment 1,088,626 - -
Office furniture and equipment 2,116,476 92,789 -
Warehouse equipment and information systems 5,358,707 - -

Retail equipment

14,546,048 92,789 -
Less accumulated depreciation 8.872,798 79.314 —
5,673,250 13,475 -
Construction in progress 95,146 - -
5,768,396 13,475 -
Other assets:
Notes receivable 635,168 - -
Investment with grocery cooperatives 279,218 - -
Delerred finance costs, net 13,813 - -
Investment in subsidiaries 946.896 - {946.896)
1,875.097 - (946.896)
Total assets $.20,562,800 $.949.309 $(1.716373)
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SCHEDULE 1

Consolidated
2003 2002

$ 161,143 $ 752,726
4,718,203 5,299,492
257,216 234,425
7,151,527 7,352,912
109,288 144,270
362,607 338,681

39,680 —
286,000 330,000
13,085,664 14,452,506
157,369 157,369
5,824,870 6,170,040
1,088,626 909,334
2,209,265 2,152,878
5,358,707 5,081,452
- 145,853
14,638,837 14,616,926
8.952.112 8471.816
5,686,725 6,145,110
95.146 64.367
5,781,871 6,209,477
635,168 343,594
279,218 262,733
13 815 16,002
928.201 625.329
$_19.795.736 §_21.287.312



ASSOCIATED GROCERS OF MAINE, INC. AND SUBSIDIARIES

CONSOLIDATING BALANCE SHEET

March 28, 2003 with Comparative Information for March 29, 2002

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities:
Bank overdraft
Notes payable
Current portion of long-term debt
Current portion of obligations under capital lease
Accounts payable
Accounts payable — affiliate
Accrued expenses

Total current liabilities

Other liabilities:
Long-term debt — net of current portion
Deferred taxes

Capital deposits
Total liabilities

Stockholders’ Equity:
Preferred stock — noncumulative
Preferred stock subscribed
Common stock
Paid-in capital
Retained earnings
Accurmulated other comprehensive income

Less: subscriptions receivable - preferred stock

Total liabilities and stockholders’ equity

23

Consolidating Information

Allied
Associated Insurance
Grocers Agency Elimination
$ 471368 - $ -
3,000,000 - -
47,579 - -
3,543,014 2,413 (57,926)
711,551 - (711,551)
1,073,306 - -
8,846,818 2,413 (769,477)
569,302 - -
333.000 - -
902,302 — -
8.132.785 - -
17,881,905 2,413 (769,477)
997,500 - -
220,000 - -
366,000 10,000 (10,000)
233,621 - -
1,083,774 936,896 (936,896)
2,900,895 946,896 (946,896)
220.000 — -
2.680.895 946.896 (946,896)
$_20.562.800 $.949,309 $(1,716,373)



SCHEDULE 1

(CONTINUED)
Consolidated

2003 2002
$ 471,368 $ 1,084,609
3,000,000 3,654,000
47,579 45,132
- 158,484
3,487,501 3,760,992
1.073,306 1,.348.716
8,079,754 10,051,933
569,302 616,880
333.000 243.000
902,302 859,880
8.132.785 7,759,008
17,114,841 18,670,821
997,500 1,050,000
220,000 175,000
366,000 367,500
233,621 232,342
1,083,774 1,008,649
- (42.000)
2,900,895 2,791,491
220.000 175,000
2.680.895 2,616,491
$_19,795,736 $.21.287.312



ASSOCIATED GROCERS OF MAINE, INC. AND SUBSIDIARIES

CONSOLIDATING STATEMENTS OF INCOME
AND COMPREHENSIVE INCOME

Year Ended March 28, 2003 with Comparative Information
for the Year Ended March 29, 2002

Consolidating Information

Allied
Associated Insurance
Grocers Agency Elimination
Sales $ 132,124,796 3 - 5 -
Cost of sales 124313015 - -
Gross profit before vendors’ discounts 7,811,781 - -
Vendors’ discounts 1,221,514 - -
Gross profit 5,033,295 - -
Other operating income:
Service charges 3,600,429 15,045 (8,040)
Commission income - 273,605 (44,850)
Advertising 748,379 - -
Central billing 838,031 - -
Rental income - - -
5,186,839 288,650 (52,890)
Operating expenses:
Labor — warehouse, handling and delivery 2,976,898 - -
Trucks and trajlers 1,093,281 - -
‘Warehouse 313,150 - -
Depreciation 748,568 2,652 -
Administrative 8,286,412 210,205 (44.850)
13.418.309 212.857 (44.850)
Operating income 801,825 75,793 (8,040)
Other income (expense):
Interest on savings and notes receivable 20,066 - -
Gain on sale of property and equipment (3,058) -
Miscellaneous 4327 -~ -
Interest on members’ accounts (414,990) -~ -
Interest — other (245.026) - 8,040
(638.681) - 8.040
Income before income taxes and equity in income of subsidiaries 163,144 75,793 -
Income taxes (111.630) - -
Income before equity in income of subsidiaries 51,514 75,793 -
Equity in income of subsidiaries 75793 - _(75.993)
Net income 127,307 75,793 (75,793)
Other comprehensive income (loss):
Gain (loss) on derivative cash flow hedge 42.000 - -
Ay 169307 §_75.793 $_(75.793)
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SCHEDULE 2

Consolidated

2003

$ 132,124,796

2002

$ 137,457,161

124313015 129.861.270
7,811,781 7,595,891
1221514 1,437,637
9,033,295 9,033,528
3,607,434 3,614,971

228,755 186,699
748,379 694,712
838,031 766,023
- 52,500
5,422,599 5,314,905
2,976,898 2,804,149
1,093,281 1,107,935
313,150 325,249
751,220 764,759
8.451.767 8,389,736
13,586,316 13.391.828
869,578 956,605
20,066 27,235
(3,058) 38,215
4327 10,887
(414,990) (369,635)
(236.986) (303.016)
(630,641) (596.314)
238,937 360,291
(111.630) (119.662)
127,307 240,628
127,307 240,629
42.000 (42.000)
S 169307 S 198620



ASSOCIATED GROCERS OF MAINE, INC. AND SUBSIDIARIES

CONSOLIDATING SCHEDULE OF ADMINISTRATIVE EXPENSES

March 28, 2003 with Comparative Information for March 29, 2002

Administrative and office salaries
Data processing salaries
Commission expense

Janitorial expense

Supplies

Insurance

Heat

Telephone

Lights and water

Payroll taxes

Municipal and other taxes

Rent

Maintenance and repairs

Travel and entertainment
Professional

Amortization

Union pension plan

Pension plan - other

Data processing supplies and expense
Sales service expense and postage
Contributions

Bad debt expense

Dues and subscriptions
Advertising

Miscellaneous

Total

Consolidating Information
Allied
Associated Insurance
Grocers Agency Elimination
$ 3,289,875 $108,956 $ -
280,432 - -
- 24,131 -
60,581 - -
210,307 8,841 -
1,841,646 21,348 (44,850)
24,976 - -
153,971 - -
346,381 - -
498,726 9,521 -
222,813 180 -
138,300 10,023 -
27,870 - -
240,451 1,131 -
303,105 4,200 -
5,187 - -
220,071 - -
102,604 4,286 -
157,146 - -
31,860 - -
3,340 - -
(65,008) 1,500 -
25,023 1,484 -
63,236 1,754 -
103,519 12,850 -
$8.286,412 $210,205 $.(44,850)
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Consolidated

2003
$ 3,398,831
280,432
24,131
60,581
219,148
1,818,144
24,976
153,971
346,381
508,247
222,993
148,323
27,870
241,582
307,305
5,187
220,071
106,890
157,146
31,860
3,340
(63,508)
26,507
64,990
116.369

$8451.767

SCHEDULE 3

2002
$ 3,358,354
271,476
16,158
57,336
238,825
1,629,231
17,646
129,867
385,393
526,091
226,606
155,653
30,735
243,545
303,354
5,187
197,103
95,450
184,332
32,775
5,092
54,189
20,440
111,593
89.305

58,389,736




PART OI—EXHIBITS
Item 1. Index to Exhibits
2. Charter and Bylaws:

(a) Articles of Incorporation of Associated Grocers of Maine, Inc., as amended
to date

(b) Bylaws of Associated Grocers of Maine, Inc., as amended to date
3. Instruments defining the rights of security holders:
See items 2(a) and (b) above.
6. Material agreements to which Associated Grocers of Maine, Inc. is a party:

(a) Master Loan and Security Agreement with Fleet National Bank, dated
as of May 12, 1998.

(b) First Amendment to Master Loan and Security Agreement, dated as of
October 26, 2000,

(¢) Second Amendment to Master Loan and Security Agreement, dated as
of October 24, 2002.

10(a). Consent of Baker Newman and Noyes LLC

1. Opinion of Pierce Atwood regarding legality of securities and other matters.
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SIGNATURES:

The issuer has duly caused this post-effective amendment to the offering statement to be
signed on its behalf by the undersigned, thereunto duly authorized, in the City of Gardiner, State of
Maine, on March 29 , 2004

ASSOCIATED GROCERS OF MAINE, INC.

22 (Tld

Mlchael E/ Westort, its President
and Chief Executive Officer

This offering statement has been signed by the following persons in the capacities and on
the dates indicated.

b [ ) s

Miéhael E. Westort, President and
Chief Executive Officer

Thomas Barber, Director John Beaupre, Director
Craig Burgess, Director Wayne Crandall, Director
Lynn Goldfarb, Director Michael Kiernan, Director
Arthur Markos, Director Barry McCormick, Director
Charles O’Brien, Director Larry Plotkin, Director

Vernon Seile, Director

David Sleeper, Director

Frederick Crowe, Director

{W0156242.6} 57



This offering statement has been signed by the following person in the capacity and on the
date indicated above.

Ronald Cloutier, Chief Fimanctat-Officer

{W0156242.6} 5 8
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SIGNATURES:

The issuer has duly caused this post-effective amendment to the offering statement to be
signed on its behalf by the undersigned, thereunto duly authorized, in the City of Gardiner, State of
Maine, on ___March 29 , 2004

ASSOCIATED GROCERS OF MAINE, INC.

~

ichael E] Westort, it President
and Chief Executive Officer

This offering statement has been signed by the following persons in the capacities and on

the dates indicated.

N ERR N

Miéhael E. V&{estort, President and

Chief Executive Officer

Thomas Barber, Director John Beaupre, Director
@M gt
Craig &fgs, Director. Wayne Crandall, Director
Lynn Goldfarb, Director Michael Kieman, Director
Arthur Markos, Director Barry McCormick, Director
Charles O’'Brien, Director Larry Plotkin, Director

Vemon Seile, Director

David Sleeper, Ditector

Frederick Crowe, Director

IW0156242.6) : 57
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SIGNATURES:

The issuer has duly caused this post-effective amendment to the offering statcrment to be
signed on its behalf by the undersigned, thereunto duly authorized, in the City of Gardiner, State of
Maine, on _March 29 . 2004

ASSOCIATED GROCERS OF MAINE, INC.

© By:

Michael E Westort‘ its President
and Chief Executive Officer

This offering statement has been signed by the following persons in the capacities and on
the dates indicated.

'Chief Executive Officer

Thomas Barber, Director Jobn Beaupre, Director

Cr;)ig Burgess, Director Wayne Crandall, Director

n Goldfarb, Directgt Michael Kiemnan, Director

Acthur Markos, Director Barry McCormick, Director

Charles O’Brien, Director Larry Plotkin, Director

Vemon Seile, Director

David Sleeper, Director

Frederick Crowe, Director

WOL56242.6
{ y 57
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SIGNATURES:

The issuer has duly caused this post-effective amendment to the offering statement to be
signed on its behalf by the undersigned, thereunto duly authorized, in the City of Gardiner, State of
Maine, on __March 29 , 2004

ASSOCIATED GROCERS OF MAINE, INC.

b’ c.,.-— 5
Michael Ef Westott, its President
and Chief Executive Officer

By:

This offering staternent has been signed by the following persons in the capacities and on
the dates indicated.

A

Miéhael E. Westort, President and

Chief Executive Officer
Thomas Barber, Director John Beaupre, Director
Craig Burgess, Director Wayne Crandall, Director
Lynn Goldfarb, Director Michael Kiernan, Director
Arthur Markos, Director Barry McCormick, Director

Charles O’Brien, Director Larry Plotkin, Director

Vernon Seile, Director

David Sleeper, Director

Frederick Crowe, Director

(W1 36242,6)
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SIGNATURES:

The issuer has duly caused this post-effective amendment to the offering statement to be
signed on its behalf by the undersigned, thereunto duly authorized, in the City of Gardiner, State of
Maine, on March 29 , 2004

ASSOCIATED GROCERS OF MAINE, INC.

P I
5 e
Xz déi‘a /

Michae! Ef Westort, its President

and Chief Executive Officer

This offering statement has been signed by the following persons in the capacities and on
the dates indicated.

(N ER Y
Sl He. e [N
MiChael E. Westort, President and

Chief Executive Officer
Thomas Barber, Director John Beaupre, Director
Craig Burgess, Director Wayne Crandall, Director
Lynn Goldfarb, Director Michae! Kiernan, Director

ur Markos, Director Barry McCormuck, Director

Charles Q' Brien, Director Larry Plotkin, Disector

Vemon Seile, Director

David Sleeper, Dircctor

Frederick Crowe, Director

(W0i55242,6} L¥i
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SIGNATURES:

The issuer has duly caused this post-effective amendment to the offering staterent to be
signed on its behalf by the undersigned, thereunto duly authorized, in the City of Gardiner, State of
Maine, on March 29 , 2004

ASSOCIATED GROCERS OF MAINE, INC.

By:% QM i ‘ /A/W

“Michael E/ Westort, its President
and Chief Executive Officer

This offering statement has been signed by the following persons in the capacities and on
the dates indicated.

D [

Michael E, Westort, Ptesident and

Chief Executive Officer
)

Thomas Barber, Director Jobn Beaugre,
Craig Burgess. Director Wayné' Crandall, Director
Lynn Goldfarb, Director Michas! Kiemnan, Director
Arthur Markos, Director Barry McCormick, Directot
Charles O’Brien, Director Larry Plotkin, Director
Vernon Seile, Director

David Sleeper, Director

Frederick Crowe, Director
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SIGNATURES:

The issuer has duly caused this post-effective amendment to the offering statement to be
signed on its behalf by the undersigned, thereunto duly authorized, in the City of Gardiner, State of
Maine, on __March 29 , 2004

ASSOCIATED GROCERS OF MAINE, INC.

WA s LTl

1chael E/ Westort its President
and Chief Executive Officer

This offering statement has been signed by the following persons in the capacities and on
the dates indicated.

/PNEs A

M1 hael E. Westort, President and
Chief Executive Officer

Thomas Barber, Director John Beaupre, Director

Craig Burgess, Director

Lynn Goldfarb, Director MichaekKiérnan, Director
Arthur Markos, Director Barry McCormick, Director
Charles O’ Brien, Director Larry Plotkin, Director

Vemon Seile, Director

David Sleeper, Director

Frederick Crowe, Director
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T g issiber-has -duly caused this post-effective amendment 10 the’ offenng ‘Statement to be
sxgned on its behalf by the undersigned, thereunto duly authonzed m the Cny of Gardiner, State of
'\/Iame on. March 29 2004 i R , L

JASSOCL*\TED GROCERS OF MAINE, INC.

By‘. // A«%—Q’ \ /i/w

chhacl E/ Westort, its President
and Chief Executive Officer

This offcring stateroent has been signed by the following persons in the capacities and on
the dates indicated.

Miéhael E. Westort; President and
* Chief Executive Officer

AE

J ohn Beaupre, Dlrector

Craig Bur‘zg&%s;‘ Director - Waync Crandall, Du'ector

Lynn Goldfarb, Director Michael Kiernan, Dircetor

Arthur Markos, Director

Charles O'Brien, Director

Vernon Seile, Director

David Sleeper, Director

Frederick Crowe, Director

Wo 42.6
{WO155242.6) 57



Exhibit 2(a)

T L Faw 096 A /e €end ) '{lusSmce'ForUuBy

. . Secretary of State
19530003 D 1910000150588 STATE OF MAINE
EST ' sacnev
. FILED 11011989 REST  ppgTATED ARTICLES OF oyt
Fee Paid..$810.7 8100 | INCORPORATION Sovember Lo 19 .89,

C.B L mmm— {Restalement by Sharcholders Voting as Separate Class) /g ém
OV 7 %88 | of %‘_ _

Date... ) . .
3 Associated Grocers of Maine, Inc.

Pursaant to [3—A MRSA §809, the undersigned corporation adopts these Articies of Restatement.

FIRST.  As set out in detail in "THIRD", ane or mare classes of shares of the corporation were enlilled 10 vote
as a separate class on the yesiatement of its articles of incorporation set farth in Exhibit A attached hereta.

SECGND: l"he said restatenient wus adapted by the shareholders thereaf 2t a meeting legally culled and held
on Wednesday, June 21,989

TIIRD:  On suid date, the number of shares of each dass outstanding and entitled 10 vote on said restatement
{whether ur nut entitled 1o vote as 2 separate class), the manner in which each such class was entitled 10 vote dwhether or not
as 3 separaie class). and the number of shares voted Jur and against said restatement, respectively, were as fullows:

Designation of Manner No. of Shares
Each Class in Which Outstanding
However Entitled Entitled And Entitled Voted Vated
To Vale To Vote Tu Vole For Against
Class A Voting 1 Vote Per Share,
In Person or By 287 149 Nore
Proxy . i

{quorum 72)

Totals of All Classes ] 287 149 . P

FOURTH: If said restatement provides for exchange. reclassificouon or cancellation of issued shares the manner in
which the same shall be effected is contaned in Exhibit B artached hereto. if it is aot1 s€t forth in the restatement itself
N/A
CFIFTH (7 said restatemient effects ¢ change in the number or par values of authorized shares the number of
shares which the corpuration has authority 10 issue after giving effect 10 sutd restatement, 15 as follows:

Serics Number Par Value
Class (f Any} of Shares {tf Any}

N/A

The apgregate par value of alt such shares (of all classes and series) Aavirg par value is §

The toral aumber of afl such shares (of all classes and series) withour par vaiue is . shares.




c/o Robert A. ‘

SIXTH:  The sddress of the registeted of fice of the carporation in the State of Maine is

Esq., Clerk. 44 £1lo St. Waterville Maine 048071

Marden,
S (street, Gily and Zip code)
a3 Fe W PRaATIN =29
[o% ¥133
O s June 22, 199
Asscciated Grocers of Maine, InC.«s

en
o '-‘-?;.égihly print o type name (nm youuun)
o and cupacity ol sll signers
13 A MRSA 5104,

Cle k Robert A. Marden

(1yfe o prent mame snd capaciuyy

1 cemly that | have custody of the wunttes 3
shareholders. 4

C Tt ftype ey print name-and capecity)

(chesk I rETary or asyl - secrmdtyy 7

Clerk.
This form should not be used if any olass of shares entitled to vote as a separate class for any of the ressons set out
in $806, or because €he artivles so provide. For votfe necessary for adoption see §805.

(See Exhibit A, attached)

*“To be completed only il Exhihit A < 11 do nav give this required information.

*¢ The nume of the corporstion should be 1yped, and the document must be signed by (1) the Clerk g i2) by the
President or 3 vice-president and ny the Secretary or an assistant secreiaey or such other officer as the byRwy may
designaie as 3 second certifying offices or (3) if there are no such officers, then by a majority of the directors or hy
such directors as may he designated by a majotity of directors then in office or () if there ate no such directors,
then by the holders, of such of them as may be designated by the holders, of record of 2 majority of ali outstanding

shares entilled lo vote thereon or (51 by the holders of all of the outstanding shares of the corporativon.

FORM NO. MBCA-6B



Exnibit A

Upon motion duly made and seconded, all stockholders having
received notice of the proposed Restatement of the Articles of
Incorporation, it was Voted (pursuant to M.R.S.A. T. 13-A §809):

To restate the Articles of Incorporation in order to
enconpass all amendments to date, including the following:

" {1) Tec adopt all statutory corporate purposes as are
applicable to Maine business corporations, with capital stock,
per M.R.S.A. T. 13-A sections 101 et seq.

(2) Te confirm the applicability o¢f T. 13-A as successcr
statutory authority to Ch. 49, sections 8-13 (1953).

(3} The business address of the corporation is 1000
Brunswick Avenue, P.0O. Box 1000, Gardiner, Maine 0434S.

(4) The numbexr of directors is 13.

(5) The board of directors is ¥ authorized to increase or
decrease the number of directors. The minisum number is six and the maximum
nunber is fourteen.

{6) Meceting of the shareholders may be held outside the
State of Maine.

(7) There are no preemptive rights.
(8) Capitalization/stock status: See Exhibit B, following.

{9) The true and correct corporate name is: Associated
Grocers of Maine, Inc.

(10) Its location is the same as (3} above.

(11) Tre Clerk and registered office address is: Robert A.
Marden, Esg.:; P.C. Box 705; 44 Eln ftreet; wWaterville, Maine
04%01.

(12) while the bylaws authorize a board of directors to
consist of not less than 6 nor more than 14, the board has set
and established its number at 13 for present.

(13) The authorized stock of the corporation is 2,400
shares, consisting of 800 shares of "A" voting, common at $1,500
par and 1,600 shares of "B" non-voting, preferred, at $2,500
stated value.

The aggregate par value of all authovized shares {of all classes) having a par

‘ velue is $5,200,000.
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State of Muine  cieo 0361055 AR

Certificate of Organifzation of a Corporation Under the General Law

>l

The. undersigned, officers of a corporation arganized 2t Augusta in the Ccunty
: of Kennebec and State of Kaine
at a meeting of the signers of the articles of agreement therefor, duly called and held at
the office of Rebbins Company, 8 Bangor Sireet
in the city of Augusta, Haine

on Tuesday the tenth day of March YA D.1952
hereby certify as follows: ‘
* The name of sid corporation is Associated Grocers of Central Maime, Iluc.

"The purposes of said corpotfation are

to engage in the business of a cooperative in the purchasiuy,
warehousing, sil-a and delivery, at net cost to its stockholders,;
all groceries and all other kinds of property now or hereai &
301é by retail grocers, and do all things incidental and
uecaesgary to carry out such cooperative purposc Cor the aenziit
- of the member stockholders of the corporation; 2aod also to
acquire, sell, lease or exchange real estate and a1l interents

therein,



‘The amount of capital stock is Three th&rad Thougand ($300,006.00) Dollars,

The amount of common stock i Three Hundred Thousand ($300,000,00) Lollars.

The amount of preferred stock s none.

’

The amount of capital stock already paid in is none,

The par value of the shares is One Thousand Five Hundred ($1,500.00) Dollars.

The names and residences of the owners of said shares are as follows:

INO. oF SHARES

Names Remomnces Common | PrerErsen




" Bemes

¥o. of Shmares

. Lirpel R ma'nere

~ Bolapd J» Boldue
Jolm B. ,Veillen'x
omer J. ‘Proalx
_Josepn-¥. Poohr

- Peter. and-Roy Joseph
; mmette_

Pelix .. ‘DesJardin

Q. Alexis Ouellatte

Richard.J. Sturch
Kempeth' V. "Berden

114 Behogd Street
51 Burleigh Strest
11 Shervin Street .
2 Preston Sirest
Oak Knoll Prive’

3 Gﬂmre Strest -
1 Carver Btreet -
5Th Water Btreet

32 West: sirest
80.€linton Averue
. .9 ‘Sumer. Street

111k Wastern Avecus
5 Eadlevue’ gtreet
28 Watey Street .

. -Western . Avenue
81 Western Avenue

29 Alder Btreet.
93 Woeth Btreet '
53 Pleagant Btreet

. Madison Avemue -
- 83 Kilburp Street

R,/ ?.D.
. D2

‘g1.ftane Btreet

mmkm
2 ¥orth Delfast

va.'!.n.-is

121 Water Btreet

. 1 West Front Btreet
- 145 Bengor Btreet
-ho Lithgow Btreet

36 Pearl Street’
10 Unico Street’

'38 Bridge Street -

68 Wonument Street

‘Ro. 24 Do
‘Re P.D.

Vater Btrest

256 State Street
‘ h6 Bu@or Street

: ',:125 nyer sﬁreet

305 Water Street

. 153 Vater. Street
mﬂsun Avemue .
. . Bouth: Bal.tsst Amnue
.. Magle gtreet. .
L Clinton ‘Avenue

133 North' Avenue
North Balfast Road
185 Wetot Streat

R. P. n.#

Bumder ot shares unsubscrived In treaswry

Vaterville, Maine
Waterville, Maine
Waterville, Kalne

‘Katerville, Maire

Waterville, Maine
Waterville, Maize

Weterville, Maine
‘Watervilie, Malne
. Waterville, Maine

Waterville, Maine

. Waterville, Meipe
“Vaterville, Maine
- Waterville, Maine

Waterville, Maine
Fairfield, Maline
Waterville, Maine
gkovhegan, Kalne

gMownhegan, Maine
., Skowhogan, Hnine,;‘ :

Aus'usta, Meine:
Gerdiner, uafme

. Vatervills, Maine .

Augusts, Maine -
Auguate, Malpe
Gardiner, Haine
Gardiper , Haine
Augusta, Maine’

L

ST AT SORIEUC DI




Said corporation is located at Augusta in the County of Keanuuec.

The number of Directors is Nine and their names are
Lionel R. Giguere, Frank Lemelin, H., f. Harriman, Daniel E., Cascidy,
Licoel Marissette, Francis Roderick, Mahlon N, McCurdy, Eeuneth E.

Keene, and Wilfred C. Bruneau,

The name of the clerk i T¥. Harold Dubord and his residence is Waterviile,.
Maine.

The undersigoed, Lionel R, Giguere is president; the under-

signed, Charles H. Tobin

is treasurer; and the undersigned
Lionel R, Gxguere, Prapk lemelin, H. H. Harrimarn, Danici E. Cassidy,

Lionel Morissette, Franmcis Roderick Mahlon N. McCurdy, HKennetb E.
Keane

are a majority of the directors of said corporation.

Witness our hands this teath day of March A D 1953,
' ’ Lionel Ry Giguere President,
Charles H, Tobin Tregaurer.

Lionel Ry Giguerey Frank Lemelino, H. H. Harriman,
Daaiel EX Casgidy, Licnel Horissette,. Francis .
Rodericky Mahlon § !&:Curdy‘ Kenneth E. xeene,

-

Then persunilly a.ppared . i
Licnel R, Giguei;e; l’?'fank Lemelin, H. H, Harrulan, Daniel E. Cassiiy,

Licnel Morissette, Francis Roderick, Hahlon N, ucCurdy, Kepneth &,
Keene, and Charles H. Tobin:

and severally made oath,to the_foregmng certificate, that the same is true

" Before me,

el ?vaarold Dubord Justice of Uw Peace.

. State of fatue

i

= e T Zap e L s e

‘ S gt e e e en e
AumwyGamu!'s Offics, 7 ’ ~March 12, . A. D 1953
I hereby certify that I have examined the foregoing certificate, and the same is properly drawn and signed, and

" is conformable Lo the constitution and laws of the State.

James G. Prost, Deputy Austorney General.
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195300030 1910000150562 i

FILED 06301958 STCK 4
RESOLUTION INCREASING CAPITAL STOCK

whereas; 1t appears that the amount of capital stock of
- this corporation is insufficient for the purposes for which said
corporation is organized, therefove.

Resolved; That the capital stock of this ceorporation be
increased from the sum of THREE HUNDRED THOUSAND DOLLARS, ccnsisting
of TWO HUNDRED shares of the par value.of FIFTEEN.HUNDRED DOLLARS
each, to the éum of SIX HUNDRED THOUSAND DOLLARS, conélsﬁing‘éf
FOUR HUNDRED shares of the bar vélue of FIFTEEN HUNDRED DOLLARS,
to be known as common stock; that the By-Laws be amended iﬂ accord-
ance herewith; that the Clerk file with the Secretary of State a
certificate of the actiom of this meeting and obtain his certificate
therefor within ten days thereof; and that the Treasurer pay to |

the Treasurer of State the necessary fee required for such increase.

Augusta, Maine
June 23, 1959

1, F. Harold Dubord of Waterville in the County of Kennebec and
State of Maine, duly elected Clerk of Associated Grocers of Central
Maine, Inc., hereby certify that the foregoing resolution increasing
the capital stock of the corporation was unanimously passed at

the legally called Annual Meeting of the stockholders of the
corporation held at Augusta, Maine on June 17, 1959; and that this
is a true copy of the resolution adopted.

Clerk, Associated Grocers of
Ceatral Maine, Inc.
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FILED 06261964 LNME Q. waterville, Maine

June 18, 1964

I, F. HARCLD DUBORD, of Viaterville, in the County of Kennebec
and State of Maine, Clerk of Associated Grocers of Central Maine,
Inc., hereby cer tify that, at the annual meeting of the stock-

hoiders of the foregoing corporation held at _Augusta, Maine on

e e ————— - e

June 17, 1964, the following Resolution relative to a change of
‘ﬁame was unanimously adopted:

RESOLVED, that the name of this corporation be changed

from ;Associated Grocérs of Central Maine, Inc." to

"Associated Grocers of Maine, Inc.';
that fhe By-laws be amended accordingly: and that the Clerk file
with the Secretary of State a certificate of the action of this
meeting.

I further certify that in the notice of the annual meeting
of the corporation sent to all steckholders, there was a notice

to the efect that the Foregoing Resolution was going €0 Be

presented at the annual meeting.

Sl U Ok

Clerk
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19530003 D 1910000150558 . MAINE »
STATE OF MAINE Smilmg}srm
FILED 06211976 AMEN . ApTICLES OF AMENDMENT
(Amendment by Sharehoiders WZf,

Fee Paid....$860.. & $10. Voting as Oune Class}

AGERT
ASSOCIATED GROCERS OF MAINE,INC.

C.B. amﬁ ' .. OF
|

Pursoant ta 13—~A MRSA B80S and 807, the undersigned corparation adopts these Asticles of Amendment.

FIRST:  All outwstanding shares of the corporation were entitled 1o vote on the f{ullowing amendment a5 one

class,
SECOND: The amendment ¢ the Articles of Incorporation of the corporation set out in Exhibit A attached
hereto was adopted by the shareholders thereof at a meeting legally called and hetd on June 16, 1976,

THIRD:  On said date, the number of shares outstanding and entitied to vote on <uch amendment, and the
number of shares voted for and zgainst s31d amendment, respectively, were as follows:

Number of Shares Oulstanding

and Entitled 10 Vate Voted For Voted Against
279 175 None
Tows 279 175 None

FOURTH: IT such amendment provides for exchange, reclassification or cancellation of issued shares, the manner
in which the same shall be effected is contained in Exhibit B attached hereto, it it is not set forth in the amendment itself.

*FIFTH:  If such amendment effects a change 1n the number or par values of authonzed shares the number -of
shares which the cerporation has authority to issue after giving effect to such amendment is ag follows:

Series Numbes ’ Par Vaive
Class (If Any) of Sharex {1{ Any)
Common 800 $1,500.00

The aggregate par value of all such shares (o all classes and series) having par valie is$__ 1,200,000

The total nuinber of afl such shares (of atl classes and series) withou? par value is 0 shares.




SIXTH:  The address of the registered office of the corparation in the State of Maine is 44_Eln Street
ine 04901

{steect, city and zip code)

Dated: June 17, 1976

ASSOCIATED GROCERS OF MATNE, TNC **
. . ‘?:EF%‘#M?'}M' .
Lepibly print or type name (\E\» < {i
and capacity of 2ll signers By/ L= X \"“’—"\
13-A MRSA 4104, s

[ // Robert A. Marden, Clerk
(g {iype o1 psint name and capecity)

1 centify that T have cust ef the minutes

sb@\_thc abof the shareholders. By
e
& :
Ve feletk, secretary or asat. secratary) - {type or print pamz and Xpacity)
!

{NO . This {form should not be used if any class of shares entitled to vote as a separate clags for
- any of the reasons set out in 8806 or because the articles so provide. Forvote necessary-.—- - -
for adootion see §303,

EXHIBIT A
First: To increase the capital stock of the corporation to
$1,200,000.00 consisting of 800 shares of common stock of the
par wvalue of $1,500.00.

Second: There shall be no preemptive rights.

*To be completed only if Exhibit A or B do not give this required inforrnation.

** The name of the corporation should be typed, and the documznt must be signed by (1) the Clerk gf () by the
President or a vice-president and by the Secretacy or an assistant secretary 01 such other officer as the bylaws may
designate as a second certilying officer or [3) if there ace no such officers, then by a majority of the directors or by
such directors as may be designated by a majurity of directars then in olfice or (4] if there ate no such directors,
then by the holders, ar such of them as may be designated by the hotders, of record of 2 majority of all outstanding
shares entitied to vate thereon or (5) by the holders of a2l of the outstanding shaves of the corporation.

FORM NO. MBCA-9

- 7:‘1 .



DO . C ______ e ep———

BUSINESS: CORPORATION Flle Ho. 19530003 0 Pages 4
nool # Fee Paid $ 35
OCH 1981891300013
---—FILED _fnen -
29-JuN-98

= %ﬁaa 8. Kellele,

Deputy Secretary of State

A Troe Copy When Aftested By Sigmatare

ASSOCIATED CROCERS..OF MAINE, IKC.
(Name of Corparation) Deputy Secretary of S

Pursuant to 13-A MR3A §§8C5 and 807, the undersigoed corporation adopts these Amicles of Amenflment: . .

FIRST: As set out in detat] in "THIRD", one or more classes of shares of the cerporation were entitled to vote a3 a separate
class on the following amendment of its articles of incorporation set forth in Exhibit A attached hereto.

SECOND: The amendment set out in Exhibit A attached was adopted by the shareholders on {date) June 17, 1998
("X° one bax only)

K at a meeting Jegally called and beld OR m] by unanimous written consent

THIRD: On said date, the number of shares of each class outstanding and entitled to vote on said amendment (whether or
not entitled 1o vote as a separate class), the manner in which each such class was entitled to vote (whather or 8ot
25 a separate class), and the number of shares voted for and against said amendment, respectively, were as follows:

Desigration of Manner No. of Shares
Each Class [n Which Outstanding NUMBER NUMBER
However Entitled Entitled And Entitled Voted Yoted
To Vote To Voie To Vote For, Against
Class A Voting Commom Stock, Az & separate 264 144 0
par value $1,500 per share class
Class B Non-Voting Preferred As & separate
Stock, {Stated class
Value §2,500Q per share) 428 235 0
Totals of All Classes 692 179 0
FOURTH: i such amendment provides for exchange, reclassification or cancellation of issued shares, the manner in which this

shall be effected is contained in Exhibit B attached if it is oot set forth in the amendment itself.

anap" £28/58/988/75M2 8611




-

- FIFTH: If the amendment changes the number or par values of authorized shares, the number of shares the corpom.en has
suthority to issue thereafter, is &s follows:

Class Sgries (If Anv)y Number_of Shares Par Value (If Aoy}

ASGA T

The aggregate par Yalue of all such shares (of all classes and series) kgvigg par ralue is $

The total number of all such shazes (of all classes and series) withiout par value is shares

SIXTH: The address of the registered cffice of the corporation in the Szate of Maine is _ One Monument

Square, Portland, Maine 04101
{sareee, city, state and zip code)

DATED ] I;‘bc 26, 1948 *By

Bruce &. Coggeshall, Clerk
MUST BE COMPLETED FOR VOTE : :
( aad Yy
OF LDERS . fpe ar print name eapacicy)
I certify that 1 have custody of the minutes showing *By
the above-acticn by the shareholders. (sygnatuze)
(type ar prad ramhe and capasity’
(signamre of

*This document MUST be signed by (1) the Clerk OR (2) the President ar a vice-president and the Secretarv or an assistant
secretary, or such ather officer as the bylaws may designate 25 a 2ad centifying officer OR (3) if there are no such officers, then a
majority of the Directors or such directors as may be designated by a majority of directors thea in office OR (4) if there are ne such
disectors, then the Bolders, or such of them as may be desigrated by the bolders, of record of a majority of g1l outstanding shares
entitied to voie thereon OR (5) the Holders of all of the cutstanding shares of the corporation.

SUBMIT COMPLETED FORMS TO: CORPORATE EXAMINING SECTION, SECRETARY OF STATE,
101 STATE BOUSE STATION, AUGUSTA, ME 04333-0101

FORM NO. MBCA-SA Rev. 96 TEL. (207) 2874195




EXHIBIT A
to
Articles of Amendment
to the
Articles of Incorporation
. of
Associated Grocers of Maine, Inc.

Paragraph 8 of Exhibit A to the Restated Articles of Incorporation of this corporation,
which were filed in the office of the Secretary of State of Maine on November 1, 1989, is hereby
deleted in its entirely and replaced with the following:

(8) (a) Class A Voting Common Steck, par value 31,500 per share
(“Class A Common Stock™). ‘

)

(ii)

Voting Rights. Subject to paragraph (ii) below, each holder
of Class A Common Stock shall be entitled to one vote on
all matters submitted to a vote of the shareholders of this
corporation, irrespective of the number of shares of Class A
Common Stock owned by such holder. All matters
submitted to a vote of the sharcholders of this corporation
shall be submitted to a vote of the holders of Class A
Common Stock, who shall possess full voting rights subject
to the following provisions.

Termination of Voting Rights; Repurchase of Class A
Common Stock. In the event that a holder of Class A
Common Stock (A) notifies the corporation in writing of
such holder’s election to resign and cease its relationship
with the corporation, (B) ceases (whether by the holder’s
death or otherwise) to be engaged in the retail sale of food
items, or (C) is determined by a vote of at least two-thirds
{2/3) of the members of the corporation’s board of directors
to have conducted his, her or its business or maintained his,
her or its business establishment in a manner inimical to the
purposes and policies of the corporation, such holder shall
no longer be entitled to vote as a holder of Class A
Common Stock and the corporation shall promptly
repurchase such Class A Cammon Stock from such holder
for a purchase price per share equal to the price at which
the corporation had, at such time, most recently sold a share
of Class A Common Steck; provided, however, that (as
contemplated by 13-A M.R.S.A. § 519(1)) in the case of a
Tesignation pursuant to clause (A} above, the corporation
may, at its sole option (but shall not be obligated to},
repurchase such stock on such terms,




(b)  Class B Non-Voting Preferred Stock, stated value
$2.500 per share (“Class B Preferred Stock™).

(i} Dividend Rights. The holders of the Class B Preferred
Stock shall be entitled to receive, when, as and if declared
by the board of directors of the corporation,
non-cumulative dividends in an amount to be established
from time to time by the board of directors of the
corporation, but in no event in excess of $300 per share per
fiscal year (12% of stated value per fiscal year). Such right
1o dividends shall not be preferential to the dividend rights
of the holders of the Class A Common Stock.

(i)  Dissolution. Upon the dissciution of the corporation, the
holders of the Class B Preferred Stock shall be entitled 10
receive the stated value thereof together with any declared
but unpaid dividends with respect to such stock, before any
amounts may be distributed in respect of the Class A
Cotymmon Stock.

(iti) Redemption. Upon the occurrence of any of the events
described in clauses (A), (B) or (C) of paragraph (a)(ii)
above with respect to any holder of Class B Preferred
Stock, the corporation shall redeem such holder’s shares of
Class B Preferred Stock for a price equal to $2,500 per
share plus any declared but unpaid dividends thereon.

{iv)  Voting Rights. The holders of Class B Preferred Stock, in
their capacities as such, shall have no voting rights, other
than as required under the Maine Business Corporation Act
{13-A M.R.5.A. § 101 et 5eq.) or any successor provisions
thereto.

Assoclated Grocers.djc Fahibit A 1o Asticles of Amendment @ Articles of Inserparaticn $1.27.58




ASSOCIATED CROCERS SE°MATHY.,

Minimum Fee $35 (Se §1401 seb-§15)

Fie Ho. 19530003 O Pages 3
Fee Paid $ 35.00
DCN 192731500001 AMEN

== FILED ~ e e

09-26-1397

%A% B, Kellho

¥ Deputy Secremary of State

& True Cepy When Attested By Signatare

(Name of Carponation) Deputy Secrexary of State

Pursuant to 13-A MRSA §3B0S and 807, the undersigaed corporation adopts these Anicles of Amendment:

FIRST:

SECOND:

FOURTH:

All outstanding sheres were eatitled to vote oz the following amendment as one class.

The amendment set ot in Exhibit A amached was adapted by the shareholdess on (dare) _ July 15, 1997

("X onc box oaly)

[} at a meeting legally called and held OR 0 by unanimous written conseat

Shares outstanding and entitled to vote 2nd shares vated for and against said amendment were:

Number of Shares Outstanding NUMBER NUMBER
2nd Entitled to Vote ¥Voled For Voted Against
264 160 0

1f such amendment provides foc exchange, reclassification or cancellation of issued shares, the manner in which this
shall be effected is conuxined in Exhibit B attached if it is not set fonh in the amendment itself.

1f the amendment changes the number ot par values of authorized shares, the oumber of shares ths corporation has
authority to issue thereafter, is a follows:
Class Series {if Any} umbar of Shares Par Value Of Any)

The 2ggregate par value of all soch shares (of all classes and series) kaving per value is §

0°810/00/000/0224610

aa

The total pumber of all such shares (of all classes and series) withomt par value is shares




SEXTH: The address of the registered office of the corporation inthe State of Mzine is _One ¥onument :

Square, Portland, ME 04101

(streex, city, seae &nd rip code)

DATED __September 10, 1997

T BE COMP, TOR VOTE Bruce A. Coggeshall, Clerk
MUS LETED FOR - -
OF SHAREHOLDERS (e o prics pame and capaciy)
{ cenify that [ have custody of the minutes showing *By )
above action by the shareholders. {signanare}
{type or print nares and capacky)

NOTE: This form should pot be used if any class of shares is entitled to vote as a separate class for auy of the neasons set out in
§806, or because the articles so provide. For vote neczssary for adoption sae §805.

*This document MUST be signed by (1) the Clerk OR (2) the President or a vice-president and the Secretary o1 an assistant
secretary, or such other officer as the bylaws may designate as a 2nd centifying officer OR (3) if there are no suck officers, then a
majarity of the Directors or such directors a3 may be designated by a majority of direciors then in office OR (4) if there are no such
directors, thea the Holders, or such of them as may be designated by the holders, of record of a maojority of all ontstanding shares
entitied 10 voue thereon OR (5) the Holders of all of the outstanding shares of the corparation.

SUBMIT COMPLETED FORMS TO: CORPORATE EXAMINING SECTION, SECRETARY OF STATE,
101 STATE HOUSE STATION, AUGUSTA, ME 04333-0101
FORM NQ. MBCA-9 Rev. 96 TEL. (207) 287-4195



EXHIBIT A

The business and affairs of the corporation shall be managed by a Board of
Directors which shall consist of not less than six nor more than fourteen persons, as
determined from time (o time by the Board of Directors. At the 1998 Arnud
Meeting of Stoctholders, the Directors will be divided into three classes as nearly
equal in muonber as possibie with the term of office of the first class 1o expire at the
1999 Anrual Meeting of Stockholders, the term of office of the second class to
expire at the 2000 Anrual Meeting of Stockholders and the term of offfice of the
third class to expire at the 2001 Annval Meeting of Stockholders, and with each
class to hold affice umtil its successors are elected and qualified. Af each Arorual
Meeting of Stockkolders following such initial classification and electian, directors
elected 10 succeed those directors whose terms have expired shall be elecied for a
term of office to expire at the third succeeding Annual Meeting after their election.
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. | ForUsc By The Secrstary of State
; . . FILED

195300030 1910000150594 , ril 26, 1984

FILED 04261984 CHNG STATE OF MAINE

. Y of St
feeroid $10.00 ARTICLES OF AMUNDMENT / e
{Amendment by Shareholders (/ By Signatare
R R L) 1 Yoting as One Class) _
o Pursiant to 13-A MRSA § 8505 aud 807, ahe undersigned B
R ot 5 '7.,,.,8“’ C v s LRI s Wik RmTRT ol At tdieirts =TT T prrvvandgl
2
FIRST: Al ouistanding shares weee entitled (o vote on the foflowing ansendmeal as oae class.

SECOND:  The amendment set oul in Exhibit A attached wus adupted by the shacehatders (Circle one)

A.  ata meeting legally called and held on. OR Necanber 1, 19 83
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EXHIBIT A

Upon Motion, duly made and seconded, it was
unamimously voted to amend the Articles of Incorporation, with respect
to the rumber of directors, kv deleting existing provision in its
entirety and substituting in its place the following:

Board of Directors: The Board of Directors shall
oonsist of not less than six nor more than fourteen directors to be

elected anmually by the Stocdkdwlders. (§703.12)

S
e (5 L

oo — e,

TRobert A. Marden, Clerk
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Associated Grocers of Maine, Jnc,

Pursuant to 13 A MRSA 89105 and K07, the undersigned corporation adopts these Articles of Ameadment.

FIRST:  As sel owt i detail in “THIRD™, ane or more classes of shares of the corparation were entitled 1o
vote v e folfownng anendment oy u sepurate class,

SECOND: The amendmeat 1o the Articles of Incorporation of the curporation sel out 10 Exhihil A stuahed

herelinwas adopted by the shareholders thereof 8t a meeting legally called and held oa March 23 . lQ_aLa

TINRD:  On said date, the aumber of shares of each class outstanding and entitled 10 vote on such amendment
(whether o nnt enlitled o wirte a5 a separate class), the manner in which each such class was entitied to vote (whether or
it gy i separate cluss), and the aumber of shates vuted for and againsd seid amendment, respectively, were as lulhwe:

Flesignation ef Manner No. of Shares
Each Class in Which Outstanding
However Entitled Eatited And Entitled Voted Voted
Te Vore To Vole To Vote Fae Agains!
Common In pecson and 282 122 3
Staock by written {quotum; .
groxy. 71)
Frtals of All (lasses 283 122 3

FOURTIL: If such wnendinent provides for exchange, reclassificatina ot caneellation of issued shares the mans.ct
it whach the same shull be etfected 1y contained in Exhibis B altached hereto, 1f it is niot set forth in the amendiment itsels.

PN IF such amendinent effects a change in the aumber ar par varuss of anthorzed shares the nuwnber of
sharen which the corporation hes authority Lo issue after giving effect to such amendment, is as follows®

Senes Number Par Value
(lass {11 Any) of Shares (I Anv)
Class B
Non-Voting 1600 None

Preferred

The aggregate par value of all such shares (of all classes and series) having par vatue is $ 1 ,290,000

TFhe total number of w8l such shures (of 2l classes and series) withou! value is 1699 shure:




SEXTH: ~ ‘The address of the registered office of the corporation in the Stalt of Maine iSm. __

44 Flm St

{alrect, c‘uy‘anc rip voede)
March 25, 1988

Iated:
ASSUCTATED GROCERS QOF MAINE, INC,,

Legibly print o7 type name
and capacity of all signers
13 A MRSA §104

(1ype ot print neme sad cepacityd

I ceenfy that b have custody of the minutes o

\hnmhﬂ abuve g shareholders. By (R

(iype of print name and capacify)

T et EI’ etk secretary of sost. sooretary?
) Clerk

NOTE: Shures may be enlitled to vole as 2 separsie class for any of the reasons statad in 306, or if so pravided in
the Anticies. For vote necessary {or sdoption, see §805. :

*To be completed oaly if Exhibit A or B do not give this required mformation.

** Ihe name of the corporation should be typed, and the dovument must be signed by (1} the Clerk g5 12 by the
Presidunt o1 1 vive peesident and by the Secretary or an assistant secretary or such other officer as the hylaws may
designate as a sevond vertifying officer or (3) if there are no such officers. then by a majocity of the directors or by
sivh directors as may be designated by a majority of directoes then in office or ¢4) if there are no sueh ditectors,
then by the bolders, or such of them as may be designaied by the holders, of record of & majority of all aul-ianding
shares entitled to vate theceon or (5) by the holders of alt of the autstanding shares of the corporation.
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EXHIBIT B

The stockholders, at a special meeting called for said
purpose, at which a guorum was present, Voted to identify its
existing (and only) class of common stock as "Class A, Voting
Common" and to authorize and issue a new class cf stoc}c. i.e_. .
1600 shares of Class B Non-Voting Preferred Stock, with a mon-

cunmulative dividend preference not to exceed 12 percent.

March 23, 1248



Exhibit 2(b)

BYLAWS
ASSOCIATED GROCERS OF MAINE, INC.
As amended June 19, 2002

Article I - NAME AND SEAL

This Corporation shall be known as ASSOCIATED GROCERS OF MAINE,
INC. It shall have a common seal with the words “ASSOCIATED GROCERS OF
MAINE, INC.” in a circle and the figures “1953” in the center.

Article I - CAPITAL STOCK

. The authorized capital stock of the Corporation shall be One Million Two Hundred
Thousand Dollars ($1,200,000) divided into eight hundred (800) shares of the par value of
Fifteen Hundred ($1,500) Dollars each, to be known as Class A, voting, common stock, and
sixteen hundred (1,600) shares of Class B, non-voting, preferred stock, at a stated value of
$2,500 each, with a non-cumulative dividend preference not to exceed 12 percent, all of
which stock shall have inscribed on the back of each certificate thereof:

1. Each stockholder shall be entitled to one vote irrespective of the number of
shares of the Corporation owned by him/her.

2. All holders of stock shall be engaged in the food business.

3. Whenever a stockholder shall cease to engage in the food business, or upon
his/her death while so engaged, or upon a Board determination, by two-
thirds vote, of his/her inimical conduct, pursuant to Article VI herein, all
voting rights on stock standing in the name of such stockholder shall
immediately cease.

4. No stockholder shall sell or otherwise dispose of his/her stock unless
he/she shall, at least thirty (30) days previous thereto, have offered in writing
to sell the same to the Corporation at a price equal to the current purchase
price as established by the Board of Directors, and such offer to said
corporation shall not have been accepted within said period.

Article IIT - MEETINGS

The annual meeting of the Corporation shall be held on the third Wednesday of
June in each year, or on such other date as determined by the Board, provided that such
time shall be no later than August 1*in any year, and at such hour and place as may be
designated in notices mailed under the direction of the Clerk of the Corporation to the
stockholders at least ten (10), but not more than sixty (60) days before the day of such
meeting.



Special meetings of the Corporation shall be held at anytime by request of the
President or a majority of the Directors, upon like notice to the stockholders, and the
object for which each special meeting shall be called shall be stated in the notice thereof.
A Special Meeting of the Corporation shall also be called by a petition signed by twenty
percent (20%) of the stockholders.

Stockholders shall have the right to act at the annual meeting of the Corporation
upon any matter affecting the interest of the Corporation, notwithstanding that such
business was not specified in the call or notice for the meeting.

Any stockholder unable or not planning to attend the meeting may assign his/her
voting rights in writing to another stockholder or presiding officer who must be in
attendance at the meeting to vote for him/her.

The written proxy duly signed by the absent member must be filed with the clerk
prior to the commencement of the meeting. The proxy may be revoked in writing prior to
filing or if the member signing the proxy attends the meeting, the proxy is automatically
revoked.

Any proxy signed and returned without change shall be voted by the presiding
officer as set forth in the proxy, or if not specified therein, as directed by the majority vote
of the Board of Directors.

Any proxy designating any other than a stockholder or presiding officer of the
Corporation shall be void.

Article IV.A - MANAGEMENT AND OFFICERS

The complete management of the affairs of the Corporation shall be vested with a
Board of Directors, consisting of the President of the Corporation, who shall serve ex
officio only for the term of his or her presidency, and up to thirteen (13) directors. A
majority of the elected directors shall be stockholders engaged in the food business. A
catalog of policies adopted by the Board shall be maintained and updated monthly at the
Chief Executive Officer’s office at the warehouse. Membership shall be notified of
policy changes by newsletter or updates to the Retailer Handbook.

Candidates who wish to be considered for election to the Board of Directors of the
Corporation by the shareholders at an annual meeting of shareholders, or a substitute
annual meeting thereof, shall provide to the Nominating Committee of the Board of
Directors written notice of their desire to be so considered at Jeast sixty (60) days prior to
the date for the annual meeting set forth in these Bylaws in order to enable the
Nominating Committee to consider such candidate. A capdidate who fails to provide
such timely notice, or who is not otherwise selected for nomination by the Nominating
Committee or the Board of Directors shall be ineligible to be elected as a director of the
Corporation at such annual or substitute annual meeting.



Except for the President of the Corporation, who shall serve as a director for the
term of his or her presidency, effective beginning with the directors elected at the 2002
annual shareholders’ meeting, no person shall be elected by the shareholders to serve as a
director of the Corporation for consecutive terms exceeding a total of ten (10) consecutive
years. For purposes of this section, “term” shall exclude the term of a Director who has
been appointed by the Board of Directors of the Corporation to fill a vacancy created on
the Board, and shall also exclude any term or portion thereof served by any person on the
Board of Directors prior to the 2002 annual shareholders’ meeting.

Directors as such shall receive no stated salary for their services, but by resolution
of the Board of Directors, a Director's fee and/or reimbursement of expenses may be paid
to Directors for attending regular or special meetings of the Board of Directors, or
meetings of duly constituted committees thereof. The amount, terms and other conditions
of any such fee or reimbursement of expenses shall be as determined by resolution of the
Board of Directors, and the aggregate amount paid to the Directors shall be reported as a
footnote in the Annual Report of the Corporation to its members.

The officers of the Corporation shall be a President, Chair of the Board,
Vice-Chair of the Board, two Vice-Presidents, a Treasurer, a Chief Financial Officer, a
Secretary and a Clerk. With the exception of the Chief Financial Officer and the Clerk,
the Officers shall be elected from the membership of the Board of Directors. Other than
the officers set forth in this paragraph, no other officer or employee of the Corporation
shall be eligible to serve as a director of the Corporation.

If a member of the Board of Directors shall fail to attend three consecutive
meetings of the Board, and shall fail to satisfactorily explain his/her absence to the Board,
his/her office as Director may be declared vacant by the Board of Directors at any regular
meeting, and the vacancy filled. All vacancies in the Board of Directors occurring
between annual meetings of the Corporation, including stockholder directors no longer
eligible, may be filled by the Board of Directors.

Special meetings of the Board, or of its Committees may take place by unanimous
consent or telephonic or equivalent means provided they are in compliance with

M.R.S.A.T. 13-A§708 (3) and §711.

Article IV.B - COMMITTEES

There shall be four (4) Standing Committees of the Board, as well as such other
Committees as the Board deems necessary to oversee management of the organization.
Non-board members are eligible not only to serve on all Committees, but to serve as
Chair as well, and a wide representation of the membership is considered in the best
interest of the Company. At least one Board member shall serve on each Committee to
act as liaison between the Committee and the Board.

No committee shall have authority to encumber the property of the Corporation or
bind the Corporation for the expenditure of funds or for any other purpose without either
(1) advance authorization by the Board of Directors to such committee upon and subject
to such terms and conditions as the Board of Directors may set for a specific



encumbrance of property of the Corporation or a specific expenditure of funds of the
Corporation, or a specific binding of the Corporation, or (2) an advance and general
authorization by the Board of Directors to such committee, upon and subject to such
terms and conditions as the Board of Directors may set.

1. Nominating Committee: This Committee of nine (9) people shall be
appointed by the Chair with the approval of the Board and shall consist of
three directors whose terms are not expiring or who choose not to stand for
nomination and re-election, and six (6) stockholders to be chosen by lot at the
annual stockholders meeting from those stockholders willing to serve. If no
stockholder expresses a willingness to serve, the Chair shall select the
stockholder with the approval of the Board. The Committee will meet no later
than 90 days prior to the annual meeting to consider nominees for directorship.
At least forty-five (45) days prior to the annual meeting, the Chairman of the
Nominating Committee will present the Committee’s proposals for nominees
for directorship to the Board of Directors. The Board of Directors will
consider the Nominating Committee’s proposals for directorship, and shall
create a slate of candidates for such positions to present to the shareholders for
voting at the annual meeting.

2. Executive Committee: This Committee shall consist of the officers as set
Forth in Article IV.A, with the exception of the Clerk, and shall perform such
functions as are assigned to it by the Board, and shall be chaired by the Vice-
Chair of the Board.

3. Budget & Finance Committee: This Committee, to be appointed by the
Chair with the approval of the Board, and on which the Treasurer shall
serve, shall be responsible for the operating and capital budget, and the
administration of sound fiscal practices.

4. Internal Audit Committee: This Committee, to be appointed by the
Chair with the approval of the Board, shall meet at least quarterly and
shall recommend the outside auditor, shall serve as liaison between the outside
auditor and the Board, and shall report directly to the Board. Any Internal
Auditor of the Corporation shall serve on and report to this Committee. The
Internal Auditor position may be filled by the Board of Directors as
recommended by the Internal Audit Committee.

Article V - ELECTIONS

The Clerk and the incoming Directors shall be elected at the annual meeting, at
any adjournment thereof, or at a meeting in lieu of such meeting, and shall hold their
respective offices until their successors are qualified.

Directors, other than the President (who shall stand for election annually), shall
serve for terms of three years and until their successors are elected and qualified, or until
their prior death, removal or resignation. The Directors shall be divided into three classes



with staggered terms, such that (as nearly as possible) one-third of the Directors shall be
elected in each year.

Immediately following the annual meeting, the Board of Directors shall meet and
elect a President, Chair of the Board of Directors, Vice-Chair of the Board of Directors,
two Vice-Presidents, a Treasurer and a Secretary, all of whom shall hold their respective
offices until their successor shall be chosen.

Article VI- POWERS OF THE BOARD OF DIRECTORS

The Board of Directors shall be the governing board of the Corporation; shall
establish corporate policy and supervise the performance of its officers in carrying out
said policies, all pursuant to the provisions of these bylaws and the Laws of the State of
Maine. '

They shall elect the Officers set forth herein. They shall have access to all books
and records of the Corporation, shall approve the budget, shall fill all vacancies which
may occur at anytime during the year in any office. The rights of stockholders to inspect
the books and records of the Corporation shall be as set forth in M.R.S.A. T. 13-A §626

et seq., and under executive supervision.

The Directors are empowered to establish, from the new earnings and/or savings
over and above the actual operating costs of the Corporation, such reserves as they may,
in their discretion, deem necessary.

The books of the Corporation shall reflect the volume of sales to each stockholder.

From the total sales and miscellaneous income for the year, shall be deducted the
cost of the goods sold, all other expenses of operation, including debt service and the
reserve. The balance remaining shall be subject to distribution as dividends to the
stockholders as determined by the Board of Directors.

However, any indebtedness (whether an account payable, unpaid stock purchase,
or less-than-factor) due and payable to the Corporation by a shareholder shall first be set
off against any dividend payable to him/her.

When it shall be deemed, by two-thirds of the Board of Directors, that any
shareholder of the Corporation is conducting his/her business or maintaining his/her
business establishment in a manner inimical to the purposes and policies of the
corporation, the Board of Directors shall immediately suspend further sales to such
shareholder and redeem his/her stock pursuant to these bylaws.

All powers herein granted to the Board of Directors shall not in any manner limit
the right of the stockholders at any annual or special meeting to vote on any subject
matter concerning the operation of the Corporation or to vote and direct the Board of
Directors to take specific action on any matter affecting the Corporation.



The Directors are empowered to purchase and maintain insurance on behalf of any
person who is or was a director, officer, employee or agent of the corporation, or is or was
serving at the request of the corporation as a director, officer, trustee, partner, fiduciary,
employee or agent of another corporation, partnership, joint venture, trust pension or
other employee benefit plan or other enterprise against any liability asserted against that
person and incurred by that person in any such capacity, or arising out of that person’s
power to indemnify that person against such liability as outlined in M.R.S.A. 13-1, §719.
(See Article XVI)

Meetings: The Clerk or Secretary, when requested by the Chair of the Board, or
Vice-Chair of the Board, or President shall call meetings of the Board of Directors at such
times and in such places as the Chair of the Board, or Vice Chair of the Board, or
President may deem expedient and shall also call meetings of the Board of Directors
when requested in writing by a majority of said Board. Any meeting of the Directors at
which all Directors are present or of which the absent Directors shall waive notice shall
be a legal meeting as though called as herein provided.

Article VII - DUTIES OF OFFICERS

President: The President shall be the Chief Executive Officer and Chief
Operating Officer of the corporation and shall be a voting member of the Board of
Directors. He/she shall be responsible for the operation of the Corporation, carry out
corporate policy as established by its Board, report and make recommendations to the
Board. He/she shall preside at all meetings of the Corporation and with the Treasurer
sign all certificates of stock of the Corporation. He/she shall perform such other duties in
the conduct of the business of the Corporation as the Board of Directors may prescribe.
He/she shall serve a one-year term at the pleasure of the Board of Directors.

Chair of the Board: The Chair of the Board of Directors shall preside at the
Board meetings and perform such other duties as the Board of Directors may from time to
time prescribe.

Vice Chair of the Board: The Vice-Chair of the Board of Directors shall succeed
to the Chair’s duties in his/her absence; shall serve as Chair of the Executive Committee,
and shall perform such other duties as are assigned to him/her by the Board of Directors.

Vice-President: Any one of the two Vice-Presidents shall preside at all meetings
of the Corporation in the absence of the President. Upon the death, resignation, or other
disability of the President, the Board may appoint one of the Vice-Presidents temporarily
to exercise the duties of the office of the President until such time as the vacancy in the
office of the President shall be filled. He/she shall perform such other duties in the
conduct of the business of the Corporation as the Board of Directors may from time to
time prescribe.

Clerk: The Clerk shall be the Clerk both of the Board of Directors and of the
Corporation, and shall cause to be kept a true record of all proceedings. In case of the



death of the Clerk, or of his/her resignation or inability to act, the Directors shall elect at
any meeting some suitable person to hold the position of Clerk until the next annual
meeting.

Treasurer: The Treasurer shall, with the President, sign all certificates of stock
and shall when requested at the annual meeting of the stockholders present a report of the
financial condition of the Corporation. If required by the Board of Directors, he/she shall
give such bond for the faithful discharge of his/her duties as shall be acceptable to the
Board of Directors. He/she shall, with the President, oversee an accurate and complete
corporate accounting system, as administered by the Controller or Chief Financial Officer
of the Company.

Chief Financial Officer: The Chief Financial Officer shall, in the absence of the
Treasurer, with the President, oversee an accurate and complete corporate accounting’

system, as administered by the Controller. The Chief Financial Officer shall be appointed
by the President.

Secretary: The Secretary shall in the absence of the Clerk fulfill the duties of the
Clerk at any of the meetings of the Corporation or of the Board of Directors.

Article VIII - QUORUM
One-third of the holders of stock of the Corporation, irrespective of the number of
shares, held by each, represented either in person or by proxy, shall constitute a quorum

of any stockholders’ meeting, annual or special.

The majority of the Board of Directors shall constitute a quorum at any meeting of
the Board.

Article IX - STOCK MEMBERSHIP

1. The stock ownership shall rest in the hands of those engaged in
the food business.

2. Each stockholder shall have the right to one vote only, 1rrespective
of the number of shares of stock owned.

Article X - SALE OR TRANSFER OF STOCK

The stock certificates are transferable only on the books of the Corporation upon
surrender of the certificates properly endorsed by the holder thereof in person or by a duly
authorized attorney.

Any stockholder desiring to sell or otherwise dispose of this stock must first give
the Corporation thirty (30) days in which to purchase said stock at a price equal to the
current purchase price as established by the Board of Directors.

Article X1 - CREDIT TO STOCKHOLDERS




Credit may be extended upon such terms and conditions as the directors may from
time to time establish. However, all purchases shall in all events be paid for within the
time determined by the Directors, and unless so paid, further right of purchase and credit
shall be suspended until payment.

Article XTI - ELIGIBILITY FOR PURCHASING FROM CORPORATION

No person shall be entitled to purchase from the Corporation unless he/she shall
own one share of Class A common, voting stock of the par value of $1,500 and two
shares of Class B, non-voting, preferred stock with a stated value of $2,500 each or is a
non-retail institutional purchaser as approved by the Board of Directors, or is a recipient
of secondary supplying, as hereafter set forth. All common stock of the company, issued
and outstanding as of March 23, 1988, is hereby identified as and shall henceforth be
known and dealt with the outstanding Class A, common voting stock of the Company.

The Corporation is authorized to contract with non-members for the purpose of
selling meat, produce and/or groceries, on a quantity basis; provided, however, there shall
be included no membership benefits, and no use of the Associated Grocers’ signage, logo,
and all registered trademarks. Credit may be established on such terms and conditions as
the Directors may from time to time establish; there shall be a minimum purchase
established; and the price shall be established in such a way that a competitive advantage
to stockholders of Associated Grocers shall be preserved.

For purposes of this bylaw, each store operated by any individual, partnership,
firm or corporation, shall be considered a separate entity, and the requirements (except for
the stock purchase requirement) hereof shall apply to each of said stores as though
separately owned and operated.

Goods sold to the stockholders by the Corporation shall be billed at the prices
prevailing at delivery as established by the Board of Directors. In addition each invoice
shall carry a one percent surcharge, computed on total invoice price including *“drop
shipments”, so called. Such surcharge shall be added to a stockholder’s invoice and
credited to him/her under the title “capital deposits”, as a liability of the Corporation on
its books. Stockholders may purchase the required two shares of Class B non-voting
preferred stock via this surcharge. As each share is paid, the funds will be transferred
from the stockholder’s account. Once payment is complete for both shares, the surcharge
will continue until the stockholder’s capital deposits total the amount established as
corporate policy by the Board of Directors, said amount designated as “factor”. The
Board may authorize the earning of interest as the stockholder’s factor is being
established, provided there is not outstanding any indebtedness to the Corporation by said
stockholder.

When any stockholder sells his/her stock or otherwise ceases to be eligible for
membership in the Corporation, he/she shall be entitled to be paid the balance in his/her
capital deposit plus accumulated interest, except that any indebtedness due the
Corporation from him/her shall be set off against said capital deposit account and all
stock, and the balance only, if any, paid him/her.



The purpose of this bylaw is to ensure the equitable contribution of needed
working capital for the corporation’s business operations, and to provide security for the
credit extended to stockholders in the sale of goods. By purchasing from the Corporation,
each stockholder agrees that the surcharge is a continuing pledge to the Corporation to
secure any indebtedness on his/her part to the Corporation, and agrees that said capital
deposits are subject to any existing subordination agreements the Corporation may have
with lending institutions. '

Article XIIT - AMENDMENTS

The bylaws of the Corporation may be amended, altered, repealed, diminished or
enlarged by a majority vote at any legal meeting of the stockholders, providing notice of
the same is given in the call for any special meeting.

Article XIV - CONSENT

Stock ownership in the Corporation shall constitute the consent required by
Section 1388 of the Internal Revenue Code of 1954 as amended to take into account
written notices of allocation of patronage dividends at their stated dollar amounts as
provided in Section 1385 of the Internal Revenue Code.

Article XV - GENDER

Any reference in these bylaws to the male gender shall apply to the female gender
as well.

Article XVI - INDEMNIFICATION

Section 1. Definitions. For all purposes of this Article (1) the term *“Officer” (when
capitalized, but not otherwise) shall mean any person who is or was a Director, the President, the
Chief Financial Officer, the Vice President, the Treasurer, the Secretary or the Clerk of this
corporation; (ii) the term Employee” (when capitalized, but not otherwise) shall mean any other
person {(whether or not a common law employee) who is or was an officer, employee or agent of
this corporation, or is or was serving at the request of this corporation as a director, officer,
trustee, partner, fiduciary, employee or agent of another corporation, partnership, joint venture,
trust, pension or other employee benefit plan, or other enterprises; and (iii) the term *“Claimant”
(when capitalized, but not otherwise) shall mean any Officer or Employee seeking
indemnification under this Article.

Section 2. Indemnification. This corporation shall in all cases indemnify any
Officer, and shall have power exerciseable by its Board of Directors as provided in
Section 5 hereof to indemnify any Employee, who was or is a party or is threatened to be
made a party to any threatened, pending or completed action, suit or proceeding, whether
civil, criminal, administrative or investigative, by reason of the fact that the Claimant is
or was an Officer or Employee, against expenses, including attorneys’ fees, judgments,
fines and amounts paid in settlement to the extent actually and reasonably incurred by the
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Claimant in connection with such action, suit or proceeding; provided that no
indemnification may be provided for any Claimant with respect to any matter as to which
the Claimant shall have been finally adjudicated.

1. Not to have acted honestly or in the reasonable belief that the Claimant’s
action was in or not opposed to the best interest of this corporation or its
shareholders or, in the case of a Claimant serving as a fiduciary or an
employee benefit plan or trust, in or not opposed to the best interests of that
plan or trust, or its participants or beneficiaries; or

2.  Withrespect to any criminal action or proceeding, to have had
reasonable cause to believe that the Claimant’s conduct was unlawful.

The termination of any action, suit or proceeding by judgment, order or conviction
adverse to the Claimant, or by settlement or plea of nolo contendere or its equivalent,
shall not of itself create a presumption that the Claimant did not act honestly or in the
reasonable belief that the Claimant’s action was in or not opposed to the best interests of
this corporation or its shareholders or, in the case of a person serving as a fiduciary of an
employee benefit plan or trust, in or not opposed to the best interests of that plan or trust
or its participants or beneficiaries and, with respect to any criminal action or proceedings,
had reasonable cause to believe that the claimant’s conduct was unlawful.

Section 3. Derivative Actions. Notwithstanding any provision of Section 2
hereof, this corporation shall not indemnify any person with respect to any claim, issue or
matter asserted by or in the right of this corporation as to which the Claimant is finally
adjudicated to be liable to this corporation unless the court in which the action, suit or
proceeding was brought shall determine that, in view of all the circumstances of the case,
the Claimant is fairly and reasonable entitied to indemnity for such amounts as the court
shall deem reasonable.

Section 4. When Defense Successful. Any provisions of Section 2,3 or 5
hereof the contrary notwithstanding, to the extent that a Claimant has been successful on
the merits or otherwise in defense of any action, suit or proceeding referred to in Section
2 or 3, or in defense of any claim, issue or matter therein, the Claimant shall be
indemnified against expenses, including attorney’s fees, actually and reasonably incurred
in connection therewith.

Section 5. Determination in Specific Cases. Any indemnification of an Employee
under Section 2 hereof, unless ordered by a court or required by Section 4 hereof, shall be
made by this corporation only as authorized in the specific case upon a determination that
indemnification of the Claimant is proper in the circumstances and in the best interests of
this corporation. Where such a case specific determination is required, that determination
shall be made by the Board of Directors by a majority vote of a quorum consisting of
Directors who were not parties to the action, suit or proceeding, or if such a quorum is not
obtainable, or even if obtainable, if so directed by a majority vote of a quorum of
disinterested Directors, by independent legal counsel in a written opinion, or by the
shareholders. Such a determination once made may not be revoked and, upon the making
of that determination, the Employee may enforce the indemnification against this
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corporation by a separate action notwithstanding any attempted or actual subsequent
action by the Board of Directors.

Section 6. Advances of Expenses. Expenses incurred by or in behalf of an
Employee in defending a civil, criminal, administrative or investigative action, suit or
proceeding may be authorized and paid by this corporation in advance of the final
disposition of that action, suit or proceeding upon a determination made in accordance
with the procedure established in Section 5 hereof that, based solely on the facts then
known to those making the determination and without further investigation, the Claimant
satisfies the standard of conduct prescribed by Section 2 hereof.

Expenses incurred by or in behalf of an Officer in defending a civil, criminal,
administrative or investigative action, suit or proceeding shall in all cases be paid, as
reasonably requested from time to time by the Officer, by this corporation in advance of
the final disposition of the action, suit or proceeding upon receipt by this corporation, at
the time of the initial advance, of:

1. A written undertaking by or on behalf of the Officer to repay
all amounts advanced if the Officer is finally adjudicated:

A.  Notto have acted honestly or in the reasonable belief that
his action was in or not opposed to the best interests of this
corporation or its shareholders, or, in the case of a Claimant
serving as a fiduciary of an employee benefit plan
or trust, in or not opposed to the best interests of that plan or
trust, or its participants or beneficiaries;

B. With respect to any criminal action or proceeding, to
have had reasonable cause to believe that his conduct was
unlawful; or

C.  With respect to any claim, issue or matter asserted in any
action, suit-or proceeding brought by or in the right of this
corporation, to be liable to this corporation, unless the court in
which the action, suit or proceeding was brought permits
indemnification in accordance with Section 3 hereof; and

2. A written affirmation by the Officer that he has met the standard of
conduct necessary for indemnification by this corporation as authorized in
this Article.

The undertaking required paragraph A shall be an unlimited general obligation of
the Officer seeking the advance, but need not be secured and may be accepted without
reference to financial ability to make the repayment.



Section 7. Indemnification Not Exclusive. The indemnification and
entitlement to advances of expenses provided by this Article shall not be deemed
exclusive of any other rights to which a Claimant may be entitled under any agreement,
vote of shareholders or disinterested directors or otherwise, both as to action in the
Claimant’s official capacity and as to action in another capacity while holding an office
with this corporation, and shall continue as to a person who has ceased to be a director,
officer, employee, agent, trustee, partner or fiduciary and shall inure to the benefit of the
heirs, personal representatives, executors and administrators of such a person.

Section 8. Enforceable by Separate Action. A right to indemnification required
by this Article or established pursuant to the provisions of this Article may be
enforced by a separate action against this corporation, if an order for indemnification has
not been entered by a court in any action, suit or proceeding in respect to which
indemnification is sought.

Section 9. Miscellaneous. For purposes of this Article, (i) references to this
“corporation” shall include, in addition to the surviving corporation or new corporation,
any participating corporation in a consolidation or merger; (ii) this corporation shall be
deemed to have requested a person to serve on an employee benefit plan whenever the
performance by him/her or his/her duties to his corporation also imposes duties on, or
otherwise involves services by, him/her to the plan or participants or beneficiaries of the
plan and (i11) excise taxes assessed on a person seeking indemnification with respect to an
employee benefit plan pursuant to applicable law shall be deemed *fines”.

Section 10. Amendment. Any amendment, modification or repeal of this
Article shall not deny, diminish or otherwise limit the rights of any Claimant to
indemnification or advances hereunder with respect to any action, suit or proceeding
arising out of any conduct, act or omission occurring or allegedly occurring at any time
prior to the date of such amendment, modification or repeal.
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FLEET BANK OF MAINE

MASTER LOAN AND SECURITY AGREEMENT

Portland, Maine
Dated as of May 12, 1998

I SECURITY INTEREST: CERTAIN DEFINITIONS. (a) ASSOCIATED
GROCERS OF MAINE, INC., a Maine corporation with its principal place of business in
Gardiner, Maine (hereinafter called "Borrower"), for valuable consideration, the receipt and
sufficiency of which are hereby acknowledged, hereby assigns, transfers and sets over to FLEET
BANK OF MAINE, a Maine financial institution with a principal place of business at Two
Portland Square, Portland, Maine, being the secured party hereunder (hereinafter, together with
its successors and assigns hereunder, called the "Bank"), and grants a continuing security interest
to Bank in, and reconfirms the existing grant of a security interest in (which is intended to
continue for the benefit of this Agreement): (A) all of Borrower's inventory, including all goods,
merchandise, raw materials, goods or work in process, finished goods, all goods used or
consumed or intended to be used or consumed in the course of Borrower's business, and other
tangible personal property and all goods held for sale or lease or furnished or to be furnished
under contracts of service or used or consumed in Borrower's business, all whether now owned
or hereafter acquired or now or hereafter placed on consignment, and wherever located (all
hereinafter called the "Inventory"), (B) all accounts (as now and hereafter defined in the Uniform
Commercial Code, hereinafter called "Accounts") of Borrower, and, to the extent not included
within Accounts, all of Borrower's contracts, contract rights, accounts receivable, notes, bills,
drafts, acceptances, deposits, deposit accounts and general intangibles (including, without
limitation, all of Borrower's tradenames, logos, franchises and licenses, customer lists, goodwill,
computer programs, computer records, computer software, computer data, service contracts,
trade secrets, trademarks, servicemarks, copyrights, patents, licenses, certificates of authority,
uncertified securities, ledger cards and sheets, files, records, books of account, data processing
records relating to any Accounts and all tax refunds of every kind and nature to which Borrower
is now or hereafter may become entitled, and all other refunds, regardless of how the same may
arise), (C) to the extent not included within Accounts, all of Borrower's instruments, negotiable
instruments, documents, negotiable documents, chattel paper, choses in action, and all other
debts, obligations and liabilities in whatever form and of whatever nature, owing to Borrower
from any person, firm or corporation or from any other legal entity, all whether now existing or
hereafter arising, now or hereafter received by or belonging or owing to Borrower, for goods sold
or to be sold by Borrower or for services rendered or to be rendered by Borrower, or however
otherwise the same may have been established or created, and all guarantees, liens and security
therefor, and all right, title and interest of Borrower in the merchandise or services which gave
rise thereto, including the rights of reclamation and stoppage in transit, all rights to replevy
goods, and all rights of an unpaid seller of merchandise or services, (D) all moneys, securities
and other property (and the proceeds thereof) now or hereafter held or received by, or in transit to
Bank, from or for Borrower, whether for safekeeping, pledge, custody, transmission, collection
or otherwise and all credits and balances of Borrower with Bank at any time existing, (E) all of
Borrower's machinery, equipment (but not including building operating fixtures such as sprinkler




systems and HVAC systems) furniture, furnishings, trade fixtures, motor vehicles, molds, forms,
dies and other goods (as defined in Article 9 of the Uniform Commercial Code) and all of
Borrower's other tangible personal property (to the extent not included within Inventory) all
whether now owned or hereafter acquired, and wherever located, as well as all of Borrower's
right, title and interest in and to any such goods as may be now or hereafter held or used by
Borrower under any lease, lease-purchase, conditional sales, use or other agreements under which
Borrower is or may become entitled to the use and possession thereof, with any and all other
rights and benefits flowing from or under such agreements, all as may be used, useful or bought
for use in connection with the ownership and/or operation of Borrower's business, and any
operations incidental to or associated with the same, or otherwise, and all service contracts
relating to any of the foregoing, all whether now owned or hereafter acquired and wherever
located, together with all replacements and substitutions therefor and all additions and accessions
thereto and all proceeds and products thereof, (F) all right, title and interest of Borrower in the
Master Swap Agreement (as defined herein) and each transaction entered into thereunder

“including, without limitation, all amounts payable or deliverable thereunder and the benefit of
any guarantee or other credit support in connection therewith, and (G) all products and proceeds
of any of the foregoing, including, without limitation, all proceeds of credit, fire or other
insurance, and also including, without limitation, all rents and profits resulting from the
temporary use or possession of any of the foregoing (all of items A through G above, including
all Inventory and Accounts, are hereinafter collectively called the "Collateral").

(b) The following terms used in this Agreement, and in any notes or other documents
relating thereto, shall have the following meanings:

"Affiliate" means any person that would be considered to be an affiliate of the Borrower
under Rule 144(a) of the Rules and Regulations of the Securities and Exchange Commission, as

in effect on the date hereof, if such Borrower were issuing securities.

_ "Base Rate Loans" means any Loans for which the interest rate is based on the Base Rate.

"Borrowing Base Certificate" means a certificate submitted to Bank by Borrower, in form
and substance satisfactory to Bank, in accordance with Section 14(c), in order to provide Bank
with the information necessary to calculate the Borrowing Base (as herein defined).

“Business Day" means any day other than a Saturday, Sunday or legal holiday on which
banks in Portland, Maine, Boston, Massachusetts and/or London, England, as applicable, are
open for the conduct of a substantial part of their commercial banking business.

"Capital Deposits" means those amounts which the stockholders of Borrower are
required, or otherwise elect, to pay to Borrower in connection with their stock ownership in
Borrower, including any excess amounts so-paid (excluding the principal amount of any so-
called "Certificates of Capital Deposit"), which amounts are reflected on the balance sheet of
Borrower as "Capital Deposits". -

"Cost of Funds" means the per annum rate of interest which Bank is required to pay or is
offering to pay, for wholesale liabilities, adjusted for reserve requirements and such other
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requirements as may be imposed by federal, state or local government and regulatory agencies, as
determined by Fleet Treasury Group, as determined as of the first Business Day of an advance
based on Bank's Cost of Funds for the Interest Period to which such determination relates.

"Cost of Funds Loans"” means any Loans for which the interest rate is the Cost of Funds
Rate.

"Cost of Funds Rate" means a fixed annual rate of interest equal to Cost of Funds for the
applicable Interest Period plus the increment as set forth in accordance with Section 6(b) or
Section 7(b), as applicable.

"Guarantors" means collectively AG Development Corp., a Maine corporation ("AGD")
and Allied Insurance Agency of Maine, an insurance agency existing under the laws of Maine
("Allied"), each of which is a wholly-owned Subsidiary of Borrower.

"[RB Loan" means Borrower’s obligations with respect to the $6,000,000.00 City of
Gardiner, Maine Revenue Obligation Securities (Associated Grocers of Maine, Inc. Project -
1984 Series) issued by the City of Gardiner, Maine.

"Qualified Account" means an Account owing to Borrower which met the following
specifications at the time it came into existence and continues to meet the same until it is
collected in full, as determined by the Bank in its sole discretion:

(1) The Account is evidenced by an invoice or other documentation in form
acceptable to Lender, 1s payable in United States dollars, and is not more than sixty (60)
days from the date of the invoice therefor (or more than thirty (30) days beyond the due
date, for any Account that arises from a sale made on a datings basis; provided, however,
that unless otherwise agreed to by Bank in writing, in no event shall an Account arising
from a sale made on a datings basis be outstanding for more than ninety (90) days from
the date of Borrower's shipment of goods or provision of services), whichever is the
longer period.

(i)  The Account arose from the performance of services by Borrower that
Borrower has completed, or from an outright sale of goods by Borrower, which goods
have been shipped to the account debtor or delivered to the account debtor on open
account and on an absolute sale basis and not on consignment, on approval or on a sale-
or-return basis or subject to any other repurchase or return agreement, and none of such
goods have been returned, repossessed, rejected, lost or damaged, and Borrower has
possession of, or has delivered to Bank, shipping and delivery receipts evidencing such
shipment and such Accounts do not include finance charges.

(iii)  The Account is subject to and covered by Bank's perfected security interest
and is not subject to any prior assignment, claim, lien, or security interest (except for
Permitted Liens, in which case the amount of the Permitted Lien shall be deducted from
the Account), and Borrower will not make any further assignment thereof or create any



further security interest therein, nor permit Borrower's rights therein to be reached by
attachment, levy, garnishment or other judicial process.

(iv)  The Account is not subject to set-off, credit, allowance or adjustment, or to
any counterclaim or defense by the account debtor, except reasonable discounts allowed
for prompt payment in accordance with Borrower's customary business practices, and the
account debtor has not disputed as to its liability thereon.

(v) The Account arose in the ordinary course of Borrower's business and is not
owing from an employee, officer, agent, director, stockholder, supplier, parent,
subsidiary, affiliate or brother/sister entity of Borrower or from the United States of
America or any department, agency or instrumentality thereof (unless Borrower has
complied with the Federal Assignment of Claims Act).

(vi)  No notice of bankruptcy or insolvency of the Account debtor has been
received by or is known to Borrower.

(vii)  The Account is not owed by an account debtor whose principal place of
business is outside the United States of America unless (a) such account debtor has
furnished Borrower with an irrevocable letter of credit which has been issued or
confirmed by a financial institution acceptable to Lender, is in form and substance
acceptable to Lender, and is payable in United States dollars in an amount not less than
the face value of the Account, or (b) the Account is insured by an institution acceptable to
Bank and the insurance is in form and content acceptable to Bank in its sole discretion, or
(c) Bank otherwise agrees in writing, subject to appropriate terms and conditions, in its
sole discretion. ‘

(viii) The Account is not evidenced by chattel paper or an instrument or
promissory note of any kind.

(ix)  The Account did not arise out of any sale made on a bill and hold, dating
or delayed shipment basis; provided, however, that an Account arising out of a sale made
on a dating basis shall not be excluded from being a "Qualified Account” pursuant to this
paragraph (ix) so long as the goods relating to such Account are no longer counted as
"Eligible Inventory" hereunder.

() The Account did not arise out of any sale made to Borrower’s customers
on a "contra" basis due to the extent of such customer’s "capital deposit".

(xi)  The Account is one against which Bank is legally permitted to make loans
and advances.

(xi1) Bank, in its reasonable discretion as a prudent Lender evaluating the
collectability of an Account, does not deem the Account to be unacceptable for any
reason.



PROVIDED THAT, without limiting Bank's rights under paragraph (xii) above: (a) if, at any
time, fifty percent (50.00%) or more of the aggregate amount of the Accounts due from any
account debtor are unpaid in whole or in part more than sixty (60) days from the respective dates
of invoice (or no more than thirty (30) days beyond the due date, for any Account that arises from
a sale made on a datings basis). from and after such time none of the Accounts (then existing or
thereafter arising) due from such account debtor shall be deemed to be Qualified Accounts until
such time as all Accounts from such account debtor are (as a result of actual payments received
thereon) no more than sixty (60) days from the date of invoice (or no more than thirty (30) days
beyond the due date, for any Account that arises from a sale made on a datings basis); (b)
accounts payable by Borrower to an account debtor shall be netted against Accounts due from
such account debtor and the difference (if positive) shall constitute Qualified Accounts from such
account debtor for purposes of determining the Borrowing Base (notwithstanding paragraph (iv)
above); (¢) amounts due to Borrower as finance charges, late fee charges or the like shall not be
included in calculating the amount of the Account for purposes of determining the Borrowing
Base; (d) the characterization of any Account due from an account debtor as a Qualified Account
shall not be deemed a determination by Bank as to its actual value or as to the creditworthiness of
the account debtor, nor in any way obligate Bank to accept any Account subsequently arising
from such account debtor to be, or to continue to deem such Account to be, a Qualified Account;
(e) it is Borrower's responsibility to determine the creditworthiness of account debtors, and all
risks concerning them and concerning the collection of Accounts are with Borrower; and (f) all
Accounts, whether or not Qualified Accounts, constitute Collateral.

"Eligible Inventory" means such of Borrower's Inventory as is initially, and at all times
until sold, and as determined in Bank's sole discretion: new and unused, in first-class condition,
merchantable and saleable through normal trade channels; kept at a location which has been
identified in writing to Bank as a location of Inventory; subject to a perfected security interest in
favor of Bank; owned by Borrower free and clear of any lien except for the Permitted Liens;
constitutes finished goods or raw materials but not work in progress and not inventory in the deli,
bakery, produce and supply categories; not obsolete; not consigned to a customer of Borrower;
not purchased by Borrower as part of a "bulk” transfer or sale of assets, unless Borrower and the
bulk transferor have complied with all applicable bulk sales and bulk transfer laws or the sale is
consummated pursuant to a bankruptcy court proceeding; not scrap, waste, defective goods or the
like; produced by Borrower in accordance with the Federal Fair Labor Standards Act of 1938, as
amended, and all rules, regulations and orders promulgated thereunder; not stored with a bailee,
warehouseman or similar party unless Bank has given its prior written consent thereto and
Borrower has caused each such bailee, warehouseman or similar party to issue and deliver to
Bank warehouse receipts in Bank's name for such Inventory. All Inventory, whether or not
Eligible Inventory, constitutes Collateral

"Interest Period" means (i) in the event that interest is calculated at the Base Rate, the
Interest Period shall be one (1) day, and (ii) in the event that interest is calculated at the Cost of
Funds Rate, the Interest Period shall be a period commencing on the date so designated by the
Borrower in its irrevocable written notice to Bank and ending between one (1) and one hundred
eighty (180) days thereafter, as the Borrower may elect in such notice pursuant to Section 6(b) or
Section 7(b), as applicable, and (iii) in the event that interest is calculated at the LIBOR Rate, the
Interest Period shall be a period commencing on the date so designated by the Borrower in its
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irrevocable written notice to Bank and ending one (1), two (2) or three (3) months thereafter, as
the Borrower may elect in such notice pursuant to Section 5(e), Section 6(b) or Section 7(b), as
applicable; provided that:

(A)  any Interest Period that would otherwise end on a day which is not a Business Day
shall be extended to the next succeeding Business Day unless such Business Day falls in another
calendar month, in which case such Interest Period shall end on the immediately preceding
Business Day;

(B) * any Interest Period that begins on the last Business Day of a calendar month (or on
a day for which there is no numerically corresponding day in the calendar month at the end of
such Interest Period) shall end on the last Business Day of the calendar month at the end of such
[nterest Period; and

(C)  no Interest Period may extend beyond the Termination Date.

"LIBOR" means, as applicable to any LIBOR Loan, the rate per annum (rounded upward,
if necessary, to the nearest 1/32 of one percent) as determined on the basis of the offered rates for
deposits in U.S. dollars, for a period of time comparable to such LIBOR Loan which appears on
the Telerate page 3750 as of 11:00 am. London time on the day that is two (2) London Banking
Days preceding the first day of such LIBOR Loan; provided, however, if the rate described above
does not appear on the Telerate System on any applicable interest determination date, the LIBOR
rate shall be the rate (rounded upwards as described above, if necessary) for deposits in dollars
for a period substantially equal to the interest period on the Reuters Page "LIBO" (or such other
page as may replace the LIBO Page on that service for the purpose of displaying such rates), as of
11:00 a.m. (London Time), on the day that is two (2) London Banking Days prior to the
beginning of such interest period. "Banking Day" shall mean, in respect of any city, any date on
which commercial banks are open for business in that city. If both the Telerate and Reuters
systems are unavailable, then the rate for that date will be determined on the basis of the offered
rates.for deposits in U.S. dollars for a period of time comparable to such LIBOR Loan which are
offered by four (4) major banks in the London interbank market at approximately 11:00 a.m.
London time, on the day that is two (2) London Banking Days preceding the first day of such
LIBOR Loan as selected by the Calculation Agent. The principal London office of each of the
four (4) major London banks will be requested to provide a quotation of its U.S. dollar deposit
offered rate. If at least two (2) such quotations are provided, the rate for that date will be the
arithmetic mean of the quotations. If fewer than two (2) quotations are provided as requested.
the rate for that date will be determined on the basis of the rates quoted for loans in U.S. dollars
to leading European banks for a period of time comparable to such LIBOR Loan offered by
major banks in New York City at approximately 11:00 a.m. New York City time, on the day that
is two (2) London Banking Days preceding the first day of such LIBOR Loan. In the event that
Bank is unable to obtain any such quotation as provided above, it will be deemed that LIBOR
pursuant to a LIBOR Loan cannot be determined. In the event that the Board of Govemnors of the
Federal Reserve System shall impose a Reserve Percentage with respect to LIBOR deposits of
Bank then for any period during which such Reserve Percentage shall apply, LIBOR shall be
equal to the amount determined above divided by an amount equal to 1 minus the Reserve
Percentage. '
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"LIBOR Loans" means any Loans for which the interest rate is the LIBOR Rate.

"LIBOR Rate" means, (i) for the Revolving Line of Credit, a fixed annual rate of interest
equal to (A) LIBOR plus one and three-quarters percent (1.75%) if the outstanding balance is
$2,500,000.00 or more, or (B) LIBOR plus two percent (2.00%) if the outstanding balance is less
than $2,500,000.00 (provided, however, the applicable LIBOR Rate shall apply prospectively and
shall not effect previous LIBOR Loans for which the applicable Interest Period has not yet
expired); and (ii) for the other Loans for which the LIBOR Rate is available, a fixed annual rate
of interest equal to LIBOR plus the increment set forth in accordance with Section 6(b) or
Section 7(b), as applicable.

"Loan" means a loan, sometimes referred to herein as an advance, made to the Borrower
by the Bank pursuant to this Agreement, and "Loans" means all of such loans, collectively.

"Loan Documents" means collectively, this Agreement, promissory notes contemplated
hereby, the Security Documents (as defined herein), the Letter of Credit and a Standby Credit
Agreement (as defined herein and including the Reimbursement Agreement, or similar
agreements related thereto), and any other instruments or documents delivered or to be delivered
pursuant to this Agreement.

"Master Swap Agreement” means that certain International Swap Dealers Association
("ISDA") Master Agreement entered into between the Borrower and Fleet National Bank, a
national banking association ("ENB") dated on or about the date hereof, and the Schedule
attached thereto.

"Real Estate" means all real estate mortgaged to Bank by Borrower and/or its Affiliates or
Subsidiaries as security for repayment of the Obligations.

“Subsidiary" means, with respect to any person (the "parent"), any corporation,
association or other business entity of which securities or other ownership interests representing
more than fifty percent (50.00%) of the ordinary voting power are, at the time as of which any
determination is being made, owned or controlled by the parent or one or more subsidiaries of the
parent.

"Termination Date" means the earlier to occur of September 30, 2000, unless renewed by
Bank in writing prior to such date, or the date on which the obligations hereunder are accelerated
and become due as a result of an Event of Default. The decision of whether to renew, as well as
the terms and conditions of such renewal, including, without limitation, the interest rate,
maximum principal amount and maximum extension term, will be in the sole and absolute
discretion of the Bank.

"Type" means, with respect to Loans, its nature as a Base Rate Loan, a LIBOR Loanora
Cost of Funds Loan.



"Yield Majintenance Formula" shall be calculated as follows: The published rate of
United States Treasury Notes or Bills (Bills on a discounted basis shall be converted to a bond
equivalent) (as published weekly in the Federal Reserve Statistical Release in the issue of such
publication most recently preceding the date of prepayment) with a maturity date that is the same
as. or is the nearest date subsequent to, the last day of the Interest Period for the Loan being
prepaid, shall be subtracted from the annual rate of interest applicable to such Loan. If the result
is zero or a negative number, there shall be no additional amount due. If the result is a positive
number, then the resulting percentage shall be multiplied by the amount of the principal balance
being prepaid. The resulting amount will be divided by 365 and multiplied by the number of
days remaining until the end of the applicable Interest Period. Said amount shall be reduced to
present value, calculated by using the above referenced applicable United States Treasury Note or
Bill rate and the number of days remaining between the date of the prepayment and the end of the
applicable Interest Period.

(c) Other Security. The obligations of the Borrower to the Bank, under the Loan
Documents shall be secured by a blanket perfected lien on substantially all of the assets of the
Borrower, pursuant to the terms of this Agreement, a Mortgage and Security Agreement (the
"Mortgage") and a Collateral Assignment of Patents, Trademarks and Licenses (the
"Assignment"). In addition, the obligations of the Borrower under the Loan Documents shall be
unconditionally, and jointly and severally, guaranteed by AGD and by Allied pursuant to certain
Guarantees of even date. This Agreement, the Mortgage, the Assignment and the Guarantees
(including any security agreements related thereto), are collectively referred to as the "Security
Documents".

2. OBLIGATIONS SECURED. The security interest granted hereby is to secure
payment and performance of all debts, liabilities and obligations of Borrower to Bank hereunder
and also any and all other debts, liabilities and obligations of Borrower to Bank of every kind and
description, direct or indirect, absolute or contingent, primary or secondary, due or to become
due, now existing or hereafter arising, whether or not such obligations are related to the
transactions described in this Agreement, and whether or not such obligations are contemplated
by the parties at the time of the granting of this security interest, regardless of how they arise or
by what agreement or instrument they may be evidenced, and regardless of whether the same are
evidenced by any agreement or instrument, including, without limitation, the obligation to
reimburse Bank for any amount paid to FNB on account of any of Borrower’s obligations under
the Master Swap Agreement and including all obligations to perform acts and refrain from taking
action as well as all obligations to pay money, specifically including within the obligations and
liabilities secured hereby, without limitation, all obligations to pay interest, fees, charges,
expenses and overdrafts, and also including, without limitation, all obligations and liabilities
which Bank may incur or become liable for, on account of, as a result of, or in any connection
with any transactions between Bank and Borrower, including, without limitation, any which may
arise out of any letter of credit, acceptance or similar instrument or obligation issued or incurred
by Bank for the account of Borrower (all of the foregoing are hereinafter collectively called

"Obligations").

3. BORROWER'S PLACES OF BUSINESS AND INVENTORY LOCATIONS
AND RETURNS POLICY. Borrower represents and warrants that Borrower has no places of
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business other than the place indicated at the end of this Agreement, unless other places of
business are listed on Schedule A, annexed hereto, in which event Borrower represents and
warrants that it has additional places of business at those locations set forth on Schedule A and
no others.

Borrower represents and warrants that its only place of business (or, if Borrower has more
than one, its chief executive office) and the office where Borrower keeps its records concerning
its Accounts, contract rights and other property, is the place indicated at the end of this
Agreement. Borrower represents and warrants that all Inventory presently owned by Borrower,
other than Inventory that consists of consigned items that have been so identified to Bank in
writing, is stored at Borrower's place of business shown at the end of this Agreement, unless
other Inventory locations are listed on Schedule A, annexed hereto, in which event Borrower
represents and warrants that its Inventory is also located at the locations set forth on Schedule A
and no others.

Borrower will promptly notify Bank in writing of any change in the location of its chief
executive office, or of any place of business or in the location of any Inventory or of the
establishment of any new place of business or of any new location of Inventory or office where
its records are kept.

Borrower represents and warrants that it has described its returns policy to Bank and that
it does now, and will continue to, apply such policy consistently in the conduct of its business
and agrees that it shall notify Bank in writing before changing its policy or the application thereof
in any material respect.

4. BORROWER'S ADDITIONAL REPRESENTATIONS AND WARRANTIES,
Borrower represents and warrants, each of them, jointly and severally, and as applicable, that:

(a).  Borrower is a corporation duly organized, validly existing and in good standing
under the laws of the State of Maine and shall hereafter remain in good standing as a corporation
in that state, and is duly qualified and in good standing in every other jurisdiction in which it is
doing business other than any jurisdiction where the failure to so qualify will not have a material
adverse effect on its financial condition, business or prospects, which other jurisdictions are
listed on Schedule B, annexed hereto, and shall hereafter remain duly qualified and in good
standing in every other jurisdiction in which, by reason of the nature or location of its assets or
operations, such qualification may be necessary. Borrower has identified on Schedule C,
annexed hereto, all of its subsidiaries and their respective jurisdictions of organization, addresses
and the percentage of ownership. Each of Borrower's subsidiaries is a corporation duly
organized, validly existing and in-good standing under the laws of its jurisdiction of
incorporation and shall hereafter remain in good standing as a corporation in that state, and is
duly qualified and in good standing in every other jurisdiction in which it is doing business,
which other jurisdictions are listed on Schedule B, annexed hereto, and shall hereafter remain
duly qualified and in good standing in every other jurisdiction in which, by reason of the nature
or location of such subsidiary's assets or operations, such qualification may be necessary. None
of Borrower's subsidiaries has any subsidiaries.



(b) Borrower's exact legal name is as set forth in this Agreement and Borrower will
not undertake or commit to undertake any.act which will result in a change of Borrower's legal
name. without giving Bank at least thirty (30) days' prior written notice of the same. Borrower
does not conduct business under any other name, and will not do so without giving Bank at least
thirty (30) days' prior written notice of the same.

() The execution, delivery and performance of this Agreement, and of any other
documents executed in connection herewith, are within Borrower's corporate powers, have been
duly authorized, are not in contravention of law or the terms of Borrower's charter, by-laws or
other incorporation papers, or of any indenture, agreement or undertaking to which Borrower is a
party or by which it or any of its properties may be bound.

(d) All Articles of Incorporation of Borrower, and all amendments thereto, have been
duly filed and are in proper order. Except as disclosed to the Bank in writing prior to the date
hereof, all capital stock issued by Borrower and outstanding was and is properly issued and all
books and records of Borrower, including, but not limited to, its minute books, by-laws, stock
registers and books of account, are all accurate and up to date and will be so maintained.

(e) Borrower owns all of the assets reflected in its most recent financial statements
provided to Bank, except assets sold or otherwise disposed of in the ordinary course of business
since the date thereof, and such assets together with any assets acquired since such date,
including, without limitation, the Collateral, are free and clear of any lien, pledge, security
interest, charge, mortgage or encumbrance of any nature whatsoever, except only (i) the liens,
security interests and other encumbrances listed on Schedule D annexed hereto, (ii) those leases
(if any) set forth on Schedule E annexed hereto, (iii) landlords', carriers', warehousemen's,
mechanics' and other similar liens arising by operation of law in the ordinary course of
Borrower's business; (iv) liens arising out of pledge or deposits under worker's compensation,
unemployment insurance, old age pension, social security, retirement benefits or other similar
legislation; and (v) liens and security interests in favor of Bank or consented to in writing by
Bank or voluntary purchase money liens granted not in excess of $100,000.00 (collectively, the
"Permitted Liens").

® Borrower has made or filed all tax returns, reports and declarations relating to any
material tax liability required by any jurisdiction to which it is subject (any tax liability which
may result in a lien on any Collateral being hereby deemed material); has paid all taxes shown or
determined to be due thereon except those being diligently contested in good faith and which it
has, prior to the date of such contest, identified in writing to Bank as being contested; and has
made adequate provision for the payment of all taxes so contested, so that no lien will encumber
any Collateral, and in respect of subsequent periods.

(g)  Except as disclosed to the Bank in writing prior to the date hereof, Borrower (i) is
subject to no charter, corporate or other legal restriction, or any judgment, award, decree, order,
governmental rule or regulation or contractual restriction which could have a material adverse
effect on its financial condition, business or prospects, and (i) is in compliance with its charter -
documents and by-laws, all contractual requirements by which it or any of its properties may be
bound and all applicable laws, rules and regulations (including, without limitation, those relating
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to environmental protection) other than laws, rules or regulations (i) the validity or applicability
of which it is diligently contesting in good faith and which it has, prior to the date of such
contest, identified in writing to Bank as being contested, or (ii) the failure to comply with which
cannot reasonably be expected to materially adversely affect its financial condition, business or
prospects or the value of any Collateral and which cannot result in a lien on any Collateral.

(h) There is no action, suit, proceeding or investigation pending or, to its knowledge,
threatened against or affecting Borrower or any of its assets which, if determined adversely to it,
would or could have a material adverse effect on its financial condition, business or prospects or
the value of any Collateral or result in a lien on any Collateral, except as set forth on Schedule F.

(i)  To the best of Borrower's knowledge, Borrower is in compliance with ERISA
with respect to any Plan; no Reportable Event has occurred and is continuing with respect to any
Plan; and it has no unfunded vested liability under any Plan. The word "Plan" as used in this
Agreement means any employee plan subject to Title [V of the Employee Retirement Income
Security Act of 1974, as amended, ("ERISA") maintained for employees of Borrower, any
subsidiary of Borrower or any other trade or business under common control with Borrower
within the meaning of Section 414(c) of the Internal Revenue Code of 1986, as amended, or any
regulations thereunder.

6] Each of the Loan Documents has been duly and properly authorized, executed-and
delivered by the Borrower and shall be in full force and effect on and as of the date hereof. Each
of the Borrower, and the Guarantors shall have properly performed, complied with, and observed
in all material respects each of its covenants, agreements and obligations contained in any of the
Loan Documents to which it is a party, by which it is bound and which are required to be
performed on or before the date hereof and no event shall have occurred on or prior to the date
hereof and be continuing, and no condition shall exist which constitutes a default or an Event of
Default under the Loan Documents.

(k) AG Distributors is a Maine corporation and a wholly owned subsidiary of the
Borrower and is, as of the date hereof, distributing products only to two (2) stores in
Massachusetts, and no assets or liabilities of the Borrower have been or will be transferred,
converted or assigned to AG Distributors during the term of this Agreement.

¢y Borrower represents and warrants that, through either purchase, renovation or
modification, it has taken, or is in the process of taking, such steps as are necessary and/or
appropriate to ensure that the computer hardware and software applications and systems
necessary for the operations of Borrower's business are, or will be, Year 2000 Compliant on or
before March 31, 1999, and that all necessary renovations, testing and certifications are
completed, or will be completed, before June 30, 1999. "Year 2000 Compliant" shall mean that
all computer data outside of the range of 1900-1999 will be correctly processed in any level of
computer hardware or software, including, but not limited to, microcode, firmware, application
programs, files, databases and imbedded microprocessors, and that any such level of hardware or
software will function without material error or interruption from functions which may involve
date data which references different centuries or more than one century and that attached hereto
as Schedule G is a true and correct summary of Borrower’s current project plan and procedures
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to become Year 2000 Compliant, in addition to its current status report regarding the same; and
Borrower further represents and warrants that its computer systems will not cause a material
adverse effect on its financial condition, business or prospects due to the so-called Year 2000
computer problem.

5. REVOLVING LINE OF CREDIT. (a) Revolving Line of Credit Advances;
Borrowing Base. Subject to the terms and provisions of this Agreement, Bank hereby establishes
a revolving line of credit in Borrower's favor in the amount set forth below (the "Revolving Line
of Credit"). For so long as no Event of Default has occurred and is continuing hereunder, Bank
shall upon Borrower's request, from the date hereunder until the Termination Date make such
advances to Borrower based upon the facts and circumstances existing at the time of Borrower's
request, and subject to the Borrowing Base (as herein defined), all of which advances shall be
payable in accordance with this Agreement and are and shall be secured by Borrower's Inventory,
Accounts and all other Collateral and Real Estate and including proceeds of any thereof.
Borrower agrees that the aggregate unpaid principal of all advances outstanding at any one time
under the Revolving Line of Credit shall not exceed the Borrowing Base. The term "Borrowing
Base" as used herein shall mean the sum of the following:

(1) eighty-five percent (85.00%) of Eligible Receivables,
PLUS
(i1) fifty-five percent (55.00%) of Eligible Inventory,

but in no event shall the sum of all outstanding advances be in excess of the Maximum
Availability. The term "Maximum Availabilitv" as used herein shall mean Five Million Dollars
($5,000,000.00). All such advances shall bear interest upon the principal sum thereof from time
to time advanced, shall be calculated on a 365-day year and the actual number of days elapsed,
computed at a fluctuating annual interest rate equal to the rate from time to time announced by
Bank as its prime lending rate (the "Base Rate"), SUBJECT TO CHANGE OF RATE in ‘
accordance with changes in the Base Rate, such adjustments in rate to be made automatically and
to be effective immediately with all changes in the Base Rate (or, if elected by Borrower, at the
LIBOR Rate as described in this Section 5, paragraph (d) below). In the event Bank shall cease
to designate a prime rate and shall fail to designate a replacement therefor, then the term "Base
Rate" shall mean the rate of interest published in The Wall Street Journal as the Prime Rate or
the base rate on corporate loans posted by at least seventy- ﬁve percent (75.00%) of the nation's
thirty (30) largest banks as it may vary.

(b) Borrowing Base Formula. The Borrowing Base formula set forth above is
intended solely for monitoring purposes. The making of any loans, advances, or credits by Bank
to Borrower in excess of the above described Borrowing Base formula and/or in excess of the
Maximum Availability is for the benefit of Borrower and does not and shall not affect any
obligations of Borrower hereunder; all such loans constitute Obligations and must be repaid by
Borrower in accordance with the terms hereof and in accordance with the terms of any notes and
other documents evidencing the same.
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(c) Application of Proceeds. Borrower hereby authorizes and directs Bank, in Bank's
sole discretion (provided, however, Bank shall have no obligation to do so), (i) to pay accrued
interest as the same becomes due and payable pursuant to this Agreement or pursuant to any note
or other agreement between Borrower and Bank, and to treat the same as an advance to Borrower
which shall be added to Borrower's loan balance pursuant to this Agreement; and/or (ii) to apply
any Collateral, and the proceeds of any Collateral, including, without limitation, payments on
Accounts, and other payments from sales or leasing of Inventory, and any other funds, to the
payment of such items or to the payment of any other amounts then due from Borrower to Bank.

d Interest Rate Option. At the option of the Borrower and subject to the terms and
conditions hereinafter set forth, the Borrower may elect from time to time to have the interest rate
applicable to one or more advances under the Revolving Line of Credit be the LIBOR Rate or to
convert any outstanding advances to an advance of another Type, provided that (i) with respect to
any such election, or conversion of an advance to a LIBOR Loan, the Borrower shall give the
Bank prior notice of such election (which notice must be received by Bank prior to 1:00 p.m.
Portland, Maine time); and (ii) no such election of a LIBOR Loan or conversion to a LIBOR
Loan may be made when any Event of Default has occurred and is continuing. All or any part of
the outstanding balance under the Revolving Line of Credit of any Type may be converted as
provided herein, provided that partial conversions shall be in an aggregate principal amount of
$10,000.00 or an integral multiple of $10,000.00 in excess thereof. Each request relating to a
LIBOR Loan shall be irrevocable by the Borrower. Any outstanding advances of any Type may
be continued as such upon the expiration of an Interest Period with respect thereto by compliance
by the Borrower with the notice provisions contained herein; provided that no LIBOR Loan may
be continued as such when any Event of Default has occurred and is continuing, but shall be
automatically converted to a Base Rate Loan on the last day of the Interest Period relating
thereto. In the event that the Borrower does not notify the Bank of its election hereunder with
respect to any advance, such advance shall be automatically converted to a Base Rate Loan at the
end of the applicable Interest Period. All interest under the Revolving Line of Credit on LIBOR
Loans shall be paid monthly unless sooner demanded as a result of the occurrence of an Event of
Default. '

(¢)  Loan Request Procedure. The Borrower may request advances hereunder on any

Business Day, provided there is then no Event of Default hereunder; and further provided that
Borrower shall give Bank prior notice (which notice must be received by Bank prior to 1:00 p.m.

Portland, Maine time) on the day of the requested advance date specifying: (i) the amount to be
borrowed, (ii) the requested borrowing date, (iii) whether the borrowing is to be a Base Rate
Loan, a LIBOR Loan or a combination thereof (and if so, in what proportions), and (iv) if the
advance is to be entirely or partly a LIBOR Loan, the length of the Interest Period. Borrower.
may provide notice of its election hereunder in writing or by telephone, provided, however, that
any telephonic notice shall follow such procedures as Bank may require and Bank shall have no
duty to confirm the authority of a person making a telephonic request. If Borrower's request fails
to specify whether a request is for a LIBOR Loan or a Base Rate Loan, it shall be deemed a
request for a Base Rate Loan. If Borrower fails to request the maintenance of an existing LIBOR
Loan prior to the end of the Interest Period for such LIBOR Loan in accordance with the
procedure set forth herein, then the Borrower shall be deemed to have requested that such LIBOR
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Loan be converted into a Base Rate Loan. Borrower agrees that any request for advances under .
this Revolving Line of Credit shall be at least $10,000.00.

(f) Purpose. Borrower shall use loan proceeds for general working capital purposes
for itself and, at its election. to fund loans to its members, and for no other purposes.

6. EQUIPMENT LINE OF CREDIT TERM LOAN. (a) Advances: Minimum
Advances. Subject to Section 9(a) hereof and provided no Event of Default has occurred and is
continuing hereunder, Bank, from the date hereof until the Termination Date, shall make
advances to Borrower under a discretionary line of credit, provided that the aggregate amount
advanced under such line of credit shall not exceed One Million Five Hundred Thousand Dollars
($1,500,000.00) (the "Equipment Line of Credit"). Advances that Bank makes hereunder
(subject to Section 9(a) hereof) shall be in a minimum amount of $25,000.00 and shall be for no
more than eighty percent (80.00%) of the invoiced amount of the equipment or machinery being
purchased by Borrower, or to fund no more than eighty percent (80.00%) of the cost of its
proposed warehouse expansion. Any such advances shall be made subject to, and payable in
accordance with the terms herecf, and secured by all Collateral and the Real Estate.

(b) Interest Rate; Conversion to Term Loans. The amount outstanding under the
Equipment Line of Credit shall bear interest (calculated on a 365-day year and the actual number
of days elapsed), payable monthly in arrears, at the Base Rate (as defined above) as it may vary,
plus one-quarter of one percent (0.25%) per annum for advances in excess of $100,000.00; at the
Base Rate as it may vary, plus one-half of one percent (0.50%) per annum for advances at or less
than $100,000.00; and if the advance is for the entire $1,500,000.00, at the Base Rate as it may
vary; each SUBJECT TO CHANGE OF RATE in accordance with changes in the Base Rate,
such adjustments in rate to be made automatically and to be effective immediately with all
changes in the Base Rate; provided, however, the Borrower may convert within one hundred
twenty (120) days the amount of the then outstanding advances made within the previous one
hundred twenty (120) days under the Equipment Line of Credit, which has not previously been
converted to a term loan, to a term loan, with a five (5) year amortization schedule and a due date
of the Termination Date for advances made for equipment or machinery; and with a twenty (20)
year amortization schedule and a due date of the Termination Date, for advances made for the
expansion of the warehouse facility. In the event Borrower elects to convert within one hundred
twenty (120) days of the advances to a term loan, the Borrower shall have the right to elect in
writing, no more than thirty (30) days prior nor less than five (5) days prior to the date on which
such conversion shall take effect (the "Conversion Date"), that the interest rate applicable to such
term loan be (i) the Base Rate (as defined above), (ii) a fixed rate equal to Bank's five (5) year
Cost of Funds Rate, on the Conversion Date, as determined by the Bank in its sole discretion,
plus two percent (2.00%) per annum, or (iii) at the interest rate equal to the LIBOR Rate plus two
percent (2.00%) per annum, SUBJECT TO CHANGE OF RATE with each change in an Interest
Period, such adjustments in rate to be made automatically and effective immediately with each
subsequent Interest Period, with said LIBOR Rate swapped for a fixed rate of interest pursuant to
the Master Swap Agreement

©) Purpose. Borrower shall use the proceeds from the Equipment Line of Credit for
the acquisition of new and used equipment or the expansion of its warehouse facility, and for no
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other purposes. All of such machinery and equipment shall be kept at Borrower's place of
business in Gardiner, Maine and shall be subject to the Bank's first perfected security interest.

7. REVOLVING TERM LOAN. (a) Advances; Minimum Advances. For so long
as no Event of Default has occurred and is continuing hereunder, Bank, from the date hereof until
the Termination Date, shall make advances to Borrower under a revolving term loan, provided
that the aggregate amount advanced under such revolving term loan does not exceed One Million
Dollars ($1,000,000.00) (the "Term Loan Line of Credit"). Advances that Bank makes hereunder
shall be in a minimum amount of $25,000.00 and shall be for no more than (i) 2 maximum loan
to collateral value ratio of fifty percent (50.00%), as determined by the Bank, of the collateral (A)
that comprises the security securing the loan agreements between the Borrower and the
Associated Grocers' members' stores, which loan agreements have been collaterally assigned to
the Bank to secure the Obligations, and (B) the equipment, machinery or inventory subject to the
Bank’s security interest; or (ii) a maximum loan to appraised real estate value ratio of eighty
percent (80.00%), as determined by the Bank. All such advances shall be made subject to, and
payable in accordance with the terms hereof, and secured by all Collateral and Real Estate.

(b) Interest Rate; Conversion to Term Loans. The amount outstanding under the
Term Loan Line of Credit shall bear interest (calculated on a 365-day year and the actual number
of days elapsed), payable monthly in arrears, at the Base Rate as it may vary, plus three-quarters
of one percent (0.75%) per annum, SUBJECT TO CHANGE OF RATE in accordance with
changes in the Base Rate, such adjustments in rate to be made automatically and to be effective
immediately with all changes in the Base Rate; provided, however, the Borrower may convert the
principal amount then outstanding under the Term Loan Line of Credit, which has not previously
been converted to a term loan, with a five (5) year amortization schedule and a due date of the
Termination Date, and Borrower shall have the right to elect in writing, no more than thirty (30)
days prior nor less than five (5) days prior to the date on which such conversion shall take effect,
that the interest rate applicable to such term loan be a fixed rate equal to Bank's five (5) year Cost
of Funds Rate, on the date of conversion, as determined by the Bank in its sole discretion, plus
two and seventy-five hundredths percent (2.75%) per annum.

(c) Purpose. Borrower shall use the proceeds from the Term Loan Line of Credit for
funds to reloan to its member stores or to discount, with recourse to Borrower, loans Borrower
has made to its members and for no other purpose.

8. . LETTER OF CREDIT. (a) Letter of Credit. Subject to the terms and provisions
of this Agreement, Bank agrees it shall issue a substitute standby letter of credit for the account
of Borrower substantially in the form attached as Exhibit A to the Reimbursement Agreement
between the Bank and the Borrower dated of even date (the "Letter of Credit"), to replace the
existing letter of credit supporting the IRB Loan, and to serve as additional security for the IRB
Loan, provided, however, that the aggregate maximum amount which may be drawn under the
Letter of Credit shall not at any time exceed the Standby Letter of Credit Commitment Amount
(as herein defined). Prior to the issuance of the Letter of Credit hereunder, Borrower shall have
executed and delivered such documentation related thereto, including, without limitation, a
Reimbursement Agreement and as the Bank shall require. For purposes of this Agreement, the
"Standby Letter of Credit Commitment Amount" shall mean One Million Two Hundred Sixty -
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Six Thousand Five Hundred Seventy-Three and 34/100 Dollars (31,266,573.34) reduced by, at
the time of determination of the Standby Letter of Credit's Commitment Amount, (i) the
maximum amount which then may be drawn under any other then outstanding standby letters of
credit of similar purpose, issued by persons other than the Bank, as to which the Borrower or
either of the Guarantors may be liable, (ii) the aggregate amount, if any, theretofore drawn under
the Letter of Credit, and (in) the aggregate amount of principal theretofore paid (on or after the
date hereof) in respect of the IRB Loan from sources other than the Letter of Credit, together with
the aggregate amount of interest allocable to such principal. In the event of any conflict between
the provisions contained herein and in the Letter of Credit concerning the maximum amount
which may be drawn thereunder, the provisions of the Letter of Credit shall govern.

(b) Interest Rate; Demand Letter of Credit Note. The Borrower agrees to pay to the
Bank, ON DEMAND and otherwise in accordance with a certain Demand Letter of Credit Note
of even date herewith in the original principal amount of One Million Two Hundred Sixty -Six
‘Thousand Five Hundred Seventy-Three and 34/100 Dollars ($1,266,573.34) from the Borrower
to the Bank, the amount of any drafts which may be drawn under the Letter of Credit, and any
extensions or renewals thereof. The Borrower also agrees to pay to the Bank, ON DEMAND,
and the original principal amount of said demand note shall be increased by the amount of| any
and all charges, costs and expenses, including, without limitation, reasonable attorneys' fees,
related to the performance or enforcement of this Agreement or said Note, and all costs, charges
and expenses (but not including attorneys' fees) related to the issuance of the Letter of Credit, and
further including, without limitation, any amounts due pursuant to the indemnity hereinafter set
forth, all with interest at the rate provided in said demand note, and upon the other terms and
conditions thereof.

(©) Obligation to Honor Drafts. The Bofrower recognizes that the Bank is obligated
to honor drafts duly drawn under the Letter of Credit regardless of any dispute that may exist
between the Borrower and the beneficiary of the Letter of Credit, including disputes concerning
the beneficiary's right to payment from or on behalf of the Borrower. Except for the obligation to
make payment on a draft accepted under the Letter of Credit, the Bank has no responsibility by
virtue of the Letter of Credit, including, without limitation, the responsibility to investigate the
circumstances of any dispute, obligation, loss or liability incurred in connection with the
transactions between the Borrower and the beneficiary of the Letter of Credit. The Borrower
hereby agrees to indemnify, defend and hold harmless the Bank, its officers, directors, employees
and agents from and against any and all claims, demands, actions, suits, losses, costs, expenses
(including attorneys' fees) and liabilities asserted against or incurred by the Bank or its officers,
directors, employees or agents in connection with the Letter of Credit, except to the extent of the
Bank's failure to discharge its obligations as set forth in the Letter of Credit. The Bank is hereby
further authorized, at its sole option and without prior notice or demand, to charge or set off any
such amounts due to it pursuant to this indemnity against any deposits or other sums at any time
credited by or due from the Bank to the Borrower; provided, however, subsequent to such charge
or set off, Bank shall promptly provide Borrower with notice of the amount and reason for such
charge or set off.

(d)  Purpose. The Letter of Credit shall be used to provide credit support for the IRB
Loan.
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(e) Fees. Borrower shall pay to the Bank aggregate fees ("Letter of Credit Fees") for
the Letter of Credit issued hereunder in an amount per annum equal to one and one quarter
percent (1.25%) of the maximum amount which may be drawn under such Letter of Credit,
including amounts committed for interest payments, (without regard to whether any such
drawings are in fact made). plus the customary issuance and transaction charges for such Letter
of Credit. The Letter of Credit Fees shall be payable to the Bank annually in advance on the date
hereof and on each anniversary of this Agreement. Further, the Borrower shall execute and
deliver to the Bank such further documents and instruments in connection with any Letter of
Credit issued hereunder as the Bank, in accordance with its customary practice with respect to
similar facilities, may request.

6 Increased Costs. The Borrower agrees that if a change in any law, executive order
or regulation, or any directive of any administrative or governmental authority (whether or not
having the force of law) or in the interpretation thereof by any court or administrative or
governmental authority charged with the administration thereof, shall either:

(1) impose, modify or deem applicable any reserve, special deposit or similar
requirements against the Letter of Credit heretofore or hereafter issued by the Bank; or

(i)  impose on the Bank any other condition or requirements relating to such
Letter of Credit;

and the result of any event referred to in clause (i) or (ii) above shall be to increase the cost to the
Bank of issuing or maintaining any Letter of Credit issued, directly or indirectly, for the account
of the Borrower hereunder (which increase in cost shall be the result of the reasonable allocation
among its letter of credit customers of the aggregate of such cost increases resulting from such
events), then, upon written demand by the Bank, and delivery to the Borrower of a certificate of
an officer of the Bank, explaining such change in law, executive order, regulation, directive, or
interpretation thereof, its impact on the Bank, and the basis for determining such increased costs
and their allocation, the Borrower shall immediately pay to the Bank such increased cost,
including any interest accrued thereon, from the date of demand through the date of payment, at
the rate applicable to Revolving Line of Credit. The determination by the Bank, of costs incurred
under clause (i) or (ii) above, and the allocation, if any, of such costs among the Borrower and
other letter of credit customers of the Bank, if done in good faith and made on an equitable basis
and in accordance with the officer’s certificate of the Bank, shall be conclusive and binding on
the Borrower in the absence of manifest error.

9. OTHER LOAN PROVISIONS: PREPAYMENT OF LOANS: MASTER SWAP
AGREEMENT PROVISIONS. (a) Notwithstanding any other provision of this Agreement, the
sum of (i) the current balance of Borrower’s prior loan from the United States Department of
Housing and Urban Development, (ii) the stated amount of the Letter of Credit, (iii) advances
made under the Equipment Line of Credit for the purpose of the warehouse expansion described
in Section 6(a), and (iv) advances made to Borrower for loans to its members under the Term
Loan Line of Credit, may not exceed eighty percent (80.00%) of the appraised market value of
the Real Estate; and in the event the sum exceeds eighty percent (80.00%) of the appraised
market value of the Real Estate, Borrower shall within thirty (30) days of such event make the
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necessary reduction in the unpaid principal amount of the Loans in order to bring the Borrower
into compliance with this covenant.

(b) If any payment under any Loan is not received within ten (10) days of when due,
then Borrower shall pay to the Bank a late payment fee of five percent (5.00%) of the amount of
such delinquent payment. Bank shall also have the right to charge interest on the unpaid
principal balance hereof at an interest rate of four percent (4.00%) per annum in excess of the
applicable rate of interest otherwise payable as provided herein, for any period (i) thirty (30) days
after an Event of Default shall have occurred and not cured and until the same shall have been
cured or expressly waived by the Bank in writing, or (ii) after the Termination Date, or (iii) after
judgment has been rendered on this Agreement, the Obligations or any promissory note
evidencing same, or (iv) in the Event of Default under any loan document securing the
Obligations after a default shall have occurred and until the same shall have been cured or
expressly waived by the Bank in writing.

(c) All computations of interest due hereunder shall be based on the actual number of
days elapsed over a 365-day year; provided, however, computation of interest under the Letter of
Credit shall be based on the actual number of days elapsed over a 360-day year. All payments
made hereunder or under any notes or instruments associated herewith shall be in lawful money
of the United States in immediately available funds. Any payment due date hereunder that
occurs on a non-business day (i.e., Saturday or Sunday or other day on which banks in the City of
Portland, Maine are required or authorized to give orders to close), shall be adjusted so that the
due date will be the first following day that is a Business Day. '

(d) The Borrower shall have the right at any time to prepay any Base Rate Loan
without premium or penalty, provided that any amount prepaid shall be accompanied by accrued
interest on the principal repaid to the date of payment. To the extent that a Loan is a LIBOR
Loan or a Cost of Funds Loan, the Borrower shall have the right to prepay such Loan on or
before the expiration of the applicable Interest Period, as a whole or in part, upon prior notice to
the Bank, provided that such prepayment shall be accompanied by (a) accrued interest through
the date of prepayment, and (b) an amount calculated in accordance with the Yield Maintenance
Formula. Such optional prepayment privilege is in addition to, and not in substitution of, any
repayment of principal required or otherwise contemplated under this Agreement. Any payment
of a LIBOR Loan or a Cost of Funds Loan that occurs prior to the expiration of the applicable
Interest Period shall be accompanied by an amount calculated in accordance with the Yield
Maintenance Formula whether such payment is payable because of demand, default or otherwise.
Borrower may provide notice of its election hereunder in writing or by telephone, provided,
however, that any telephonic notice shall follow such procedures as Bank may require and Bank
shall have no duty to confirm the authority of a person making a telephonic request.

(e) In the event that Borrower has entered in the Master Swap Agreement and fails to
pay any amount that is due and owing to FNB under and pursuant to the Master Swap Agreement
(after giving effect to any applicable grace period), then upon demand by FNB, in its sole
discretion, Bank shall pay such amount directly to FNB for the account of the Borrower and the
Borrower hereby authorizes and consents to such payment by Bank. The Borrower agrees that (i)
FNB shall have no obligation to demand Bank to advance such funds on behalf of the Borrower,
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(ii) the making of such a demand by FNB will not create any obligation to make such a demand
in the future, and (iii) at all times, FNB may choose not to make such demand and choose,
instead. to exercise its rights under the Master Swap Agreement. [t shall be an additional
Obligation of Borrower to reimburse Bank for any amount Bank may pay on account of any
amount that is due and owing by Borrower to FNB. Such additional Obligation shall be due
upon demand and shall bear interest at a rate per annum equal to the Base Rate plus four percent
(4.00%) from, and including, the date of payment by Bank to, but excluding, the date Borrower
reimburses Bank for such additional Obligation. FNB is an intended third-party beneficiary of
Bank’s obligations under this Section 9.

(H Borrower shall pay the Bank: (1) a non-refundable commitment fee of Fifteen
Thousand Dollars ($15,000.00), the unpaid balance of which is due and payable in full on the
date hereof, (i1) an unused commitment fee of three-eighths of one percent (3/8%) on the actual
available amount of funds in the aggregate under the Revolving Line of Credit, Equipment Line
of Credit and the Term Loan Line of Credit, payable quarterly in arrears, and calculated daily on
the unused portion of the line amount for said Loans, and (iii) in the event the Borrower
refinances any of the Loans prior to Termination Date with a lender other than the Bank, a
termination fee of $15,000.00, if termination occurs from the date hereof through and including
March 31, 1999; a termination fee of $10,000.00 if termination occurs during the period April 1,
1999 through and including June 30, 1999; a termination fee of $8,000.00 if termination occurs
during the period July 1, 1999 through September 30, 1999; a termination fee of $6,000.00 if
termination occurs during the period October 1, 1999 through December 31, 1999; a termination
fee of $4,000.00 if termination occurs during the period January 1, 2000 through March 31,
2000; and a termination fee of $2,000.00 if termination occurs during the period April 1, 2000
and June 30, 2000; and without a termination fee if termination occurs thereafter; provided,
however, in the event, subsequent to, and because of, an assignment by the Bank of Borrower's
obligations to one or more FDIC insured banks or other financial institutions as described in
Section 23(i) hereof, Borrower refinances any of the Loans with a lender other than the Bank
prior to the Termination Date, the termination fees described in this clause (iii) shall be waived.

10. BANK'S REPORTS. After the end of each month, Bank will render to Borrower
a statement of Borrower's loan account with Bank hereunder, showing all applicable credits and
debits. Each statement shall be considered correct and to have been accepted by Borrower and
shall be conclusively binding upon Borrower in respect of all charges, debits and credits of
whatsoever nature contained therein, and the closing balance shown therein, unless Borrower
notifies Bank in writing of any discrepancy within ninety (90) days from the mailing by Bank to
Borrower of any such monthly statement.

11.  CAPITAL ADEQUACY. If after the date hereof, Bank determines that (i) the
adoption of any applicable law, rule, or regulation regarding capital requirements for banks or
bank holding companies or the subsidiaries thereof, (ii) any change in the interpretation or
administration of any such law, rule or regulation by any governmental authority, central bank, or
comparable agency charged with the interpretation or administration thereof, or (iii) compliance
by Bank or its holding company with any request or directive of any such governmental
authority, central bank or comparable agency regarding capital adequacy (whether or not having
the force of law), has the effect of reducing the return on Bank's capital to a level below that
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which Bank could have achieved (taking into consideration Bank's and its holding company's
policies with respect to capital adequacy immediately before such adoption, change, or
compliance and assuming that Bank's capital was fully utilized prior to such adoption, change, or
compliance) but for such adoption, change, or compliance as a consequence of Bank's
commitment to make advances pursuant hereto by any amount deemed by Bank to be material:

(1) Bank shall promptly, after Bank's determination of such occurrence, give notice
thereof to Borrower; and

(1) Borrower shall agree to pay to Bank as an additional fee from time to time, on
demand, such amount as Bank certifies to be the amount that will compensate Bank for such
reduction.

A certificate of Bank claiming entitlement to compensation as set forth above will be
conclusive in the absence of manifest error. Such certificate will set forth the nature of the
occurrence giving rise to such compensation, the additional amount or amounts to be paid to
Bank, and the method by which such amounts were determined. In determining such amount,
Bank may use any reasonable averaging and attribution method.

12. COLLECTIONS: SET OFF; NOTICE OF ASSIGNMENT: EXPENSES:
POWER OF ATTORNEY. (a) Bank will credit (conditional upon final collection) any
payments made by Borrower to Bank against the amounts due in connection with the Loans, as
the case may be; provided, however, that Borrower shall be liable, with respect to any items
requiring clearance or payment, for the applicable balance deficiency charge until final
collection. The order and method of such application shall be in the sole discretion of Bank and
Bank shall have the right to apply such sums to any of the Obligations.

(b) Any and all deposits (whether demand or time deposits) and other sums at any
time credited by or due from Bank to Borrower shall at all times constitute additional security for
the Obligations and may, subject to any applicable grace or cure period, upon Borrower's failure
to perform any of its obligations under this Agreement or the Loan Documents, be set off against
any Obligations at any time whether or not they are then due or other security held by Bank is
considered by Bank to be adequate. Any and all instruments, documents, policies and certificates
of insurance, securities, goods, accounts, chooses in action, general intangibles, chattel paper,
cash, property and the proceeds thereof (whether or not the same are Collateral, including
proceeds thereof, hereunder) owned by Borrower or in which Borrower has an interest, which
now or hereafter are at any time in the possession or control of Bank or in transit by mail or
carrier to or from Bank or in the possession of any third party acting in Bank's behalf, without
regard to whether Bank received the same in pledge, for safekeeping, as agent for collection or
transmission or otherwise or whether Bank had conditionally released the same, shall constitute
additional security for the Obligations and may be applied at any time, upon Borrower's failure to
perform any of its obligations under this Agreement or the Loan Documents, to any Obligations
which are then owing, whether due or not due, unless such additional security consists of
deposits held in trust by the Bank. Bank shall be entitled to presume, in the absence of clear and
specific written notice to the contrary hereafter provided by Borrower to Bank, that any and all
deposits maintained by Borrower with Bank are general accounts as to which no person or entity
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other than Borrower has any legal or equitable interest whatsoever. Notwithstanding anything to
the contrary set forth in this subparagraph (b), it is the intent of the parties hereto that the Escrow
Account (as defined herein) shall be controlled and subject only to Section 15(u) hereof.

(c) Upon the occurrence of an Event of Default, Bank or Bank's designee may notify
any or all account debtors that the Accounts and the other Collateral have been assigned to Bank
and that payments are to be made directly to Bank. Upon request of Bank at any time thereafter,
Borrower will so notify such account debtors and will indicate on all billings to such account
debtors that their Accounts must be paid to Bank, and Borrower hereby directs all account
debtors upon receipt of notice from Bank to make all payments directly to Bank, as directed in
such notice. In such an event, Bank shall have full power to collect, sue for, receive,
compromise, endorse, sell or otherwise deal with the Accounts, including proceeds thereof, in its
own name or in the name of Borrower.

(d) Borrower shall pay to Bank within ten (10) days of demand any and all reasonable
counsel fees and other expenses incurred by Bank in connection with the enforcement or
amendment of this Agreement or of any documents relating hereto, and any and all expenses,
including, but not limited to, a collection charge on all Accounts collected, all reasonable
attorneys' fees and expenses, and all other expenses of like or unlike nature which may be
expended by Bank to obtain or enforce payment of any Account either as against the account
debtor, Borrower, or any guarantor or surety of Borrower or in the prosecution or defense of any
action or concerning any matter growing out of or connected with the subject matter of this
Agreement, the Obligations or the Collateral or any of Bank's rights or interests therein or
thereto, including, without limiting the generality of the foregoing, any reasonable counsel fees or
expenses incurred in any bankruptcy or insolvency proceedings and all costs and expenses
incurred or paid by Bank in connection with the administration, supervision, protection or
realization on any security held by Bank for the debt secured hereby, whether such security was
granted by Borrower or by any other person primarily or secondarily liable (with or without
recourse) with respect to such debt, and all costs and expenses incurred by Bank in connection
with the defense, settlement or satisfaction of any action, claim or demand asserted against Bank
in connection with the debt secured hereby (except for any costs or expenses which arise from
Bank's relationship to Participants or potential Participants in the Obligations or from actions or
omissions of Bank in its relationship to other third parties unrelated to Borrower and except any
of the foregoing which arise from the gross negligence or willful misconduct of the Bank), all of
which amounts shall be considered advances to protect Bank's security, and shall be secured
hereby. At its option, and without limiting any other rights or remedies, Bank may, subject to the
limitations set forth in Section 15(k) of this Agreement, at any time pay or discharge any taxes,
liens, security interests or other encumbrances at any time levied against or placed on any of the
Collateral, and may procure and pay any premiums on any insurance required to be carried by
Borrower, and provide for the maintenance and preservation of any of the Collateral, and
otherwise take any action reasonably deemed necessary by Bank to protect its security, and all
amounts expended by Bank in connection with any of the foregoing matters, including
reasonable attorneys' fees, shall be considered obligations of Borrower and shall be secured
hereby. )
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(e) Borrower does hereby make, constitute and appoint any officer or attorney of
Bank, effective immediately upon any Event of Default and for the sole purpose of enabling the
Bank to exercise its rights and remedies to the Collateral under the Loan Documents, as .
Borrower's true and lawful attorney-in-fact, with power to endorse the name of Borrower or any
of Borrower's officers or agents upon any notes, checks, drafts, acceptances, money orders, or
other instruments of payment (including payments payable under any policy of insurance on the
Collateral) or Collateral that may come into possession of Bank in full or part payment of any
amounts owing to Bank; to sign and endorse the name of Borrower or any of Borrower's officers
or agents upon any invoices, freight or express bills, bills of lading, storage or warehouse
receipts, drafts against debtors, assignments, verifications and notices in connection with any
Accounts, and any instruments or documents relating thereto or to Borrower's rights therein; to
give written notice to such office and officials of the United States Post Office to effect such
change or changes of address so that all mail addressed to Borrower may be delivered directly to
Bank; to receive, open and dispose of all mail addressed to Borrower or delivered to any address
of Borrower, regardless of whether it should prove to be business, personal or other mail, to
whomsoever addressed at any such address; to make, adjust and settle claims in connection with
any insurance covering any of the Collateral, and to apply the proceeds thereof to the debt
secured hereby, and to do all things necessary to carry out this Agreement; granting upon
Borrower's said attorney full power to do any and all things necessary to be done in and about the
premises as fully and effectually as Borrower might or could do in order to realize upon the
Collateral, and hereby agreeing, upon request, to ratify and approve all that said attorney shall
lawfully do or cause to be done by virtue hereof, provided, however, that no such ratification or
approval shall be necessary to effectuate or validate any such actions. Bank may file one or more
financing statements disclosing Bank's security interest without Borrower's signature appearing
thereon, or Bank may sign Borrower's name thereon. as said attorney-in-fact. Neither Bank nor
the attorney shall be liable for any acts or omissions nor for any error of judgment or mistake,
except for their gross negligence or willful misconduct. This power of attorney, being coupled
with an interest, shall be irrevocable for the term of this Agreement and all transactions
hereunder and thereafter as long as Borrower may be indebted to Bank.

13.  FINANCING STATEMENTS. At the request of Bank made at any time and from
time to time, Borrower will join with Bank in executing one or more Financing Statements
pursuant to the Uniform Commercial Code or other notices appropriate under applicable law in
form satisfactory to Bank and will pay the cost of filing the same in all public offices wherever
filing is deemed by Bank to be necessary or desirable. A legible carbon, photographic or other
reproduction of this Agreement shall be sufficient as a financing statement.

14. BORROWER'S REPORTS. (a) If requested by Bank, all copies of invoices not
previously delivered to Bank shall be delivered to Bank with each schedule of Accounts. If
requested by Bank, Borrower shall explain to Bank its system for numbering and identifying
invoices. '

(b) Within fifteen (15) calendar days after the end of each accounting period or on
such other more frequent basis as may be.required by Bank from time to time, Borrower shall
submit to Bank an aging report and inventory listings in form satisfactory to Bank showing the
amounts due and owing on all Accounts according to Borrower's records as of the close of such
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accounting period or such shorter period as may be required by Bank from time to time, together
with such other information as Bank may require. [f Borrower's monthly aging reports are
prepared by an accounting service or other agent, Borrower hereby authorizes and directs such
service or agent to deliver such aging reports and any other related documents to Bank upon any
request therefor by Bank.

(c) Borrower shall deliver to Bank all documents listed below, as frequently as
indicated below, or at such other times as Bank may request, and all other documents and
information requested by Bank, whether or not the same are listed below, with such frequency as
Bank may request:

Document Frequency Due

Borrowing Base Certificate Monthly, by the 15th of the month
Management prepared financial | Quarterly, by the 30th of the

statements, in form satisfactory to Bank following month

Covenant compliance certificate, in Quarterly, within 30 days after quarter-end

form satisfactory to Bank

Annual audited financials, management letter Annually, within 90 days after year-end
and annual report from Macdonald, Page & Co.

or such other firm of certified public

accountants acceptable to Bank

Annual financial projections and budget, Annually, within 30 days after the
in form satisfactory to Bank and beginning of the fiscal year in question
with monthly or quarterly detail

(d) Borrower's quarterly financials shall be prepared in accordance with generally
accepted accounting principles consistently applied, and certified by the chief financial officer of
Borrower (subject to year end adjustment).

(e) Borrower's annual financial reports shall be prepared in accordance with generally
accepted accounting principles consistently applied, accompanied by an opinion thereon
acceptable to Bank by independent public accountants selected by Borrower and acceptable to
Bank and with such independent public accountant's statement that they have reviewed the
provisions of this Agreement in accordance with generally accepted accounting principles and
that they have no knowledge of any event or condition which constitutes an Event of Default or
which, after notice or expiration of any applicable grace period or both, would constitute such an
Event of Default or, if they have such knowledge, specifying the nature and period of existence
thereof, provided, however, that in issuing such statement, such accountants shall not be required
to go beyond normal procedures conducted in connection with their review.
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(H) Borrower will furnish Bank, on a quarterly basis, as soon as available, and in any
event within ten (10) days after the end of each quarter, an updated status report, all in reasonable
detail, by a representative of Borrower which is acceptable to Bank, reporting on the current
status of the Borrower's computer system as it relates to the Year 2000 computer problem, which
report shall also include estimated time, costs and budget allocations for completing any
purchases, renovations or reprogramming which may be necessary for Borrower to become Year
2000 Compliant without any material interruption in the Borrower’s business, financial condition
or prospects.

(2) In addition to the foregoing, Borrower shall provide Bank promptly with such .
other and additional information concerning Borrower, the Collateral (including information
relating to Inventory in which Bank does not have a perfected security interest), the Real Estate,
the operation of Borrower's business, Borrower's financial condition, including financial reports
and statements, and any guarantor and such guarantor’s financial condition, as Bank may from
time to time request from Borrower. All financial information provided to Bank by Borrower
shall be prepared in accordance with generally accepted accounting or auditing principles (as
applicable) applied consistently in the preparation thereof and consistently with prior periods to
fairly reflect the financial condition of Borrower at the close of, and its results of operations for,
the periods in question.

15. GENERAL AGREEMENTS OF BORROWER. (a) Borrower agrees to keep all
the Collateral and the Real Estate insured with coverage and in amounts not less than that usually
carried by one engaged in a like business and in any event not less than that reasonably required
by Bank, with loss payable to Bank and Bank as first mortgagee, as applicable. Borrower agrees
that the appointment of Bank as attorney in fact for Borrower set forth in Section 12(e) above
shall allow Bank to act-on behalf of Borrower in obtaining, adjusting, settling and canceling such
insurance and endorsing any drafts. As further assurance for the payment and performance of the
Obligations, Borrower hereby assigns to Bank as additional collateral all sums, including returns
of unearned premiums, which may become payable under any policy of insurance on the
Collateral or the Real Estate, and Borrower hereby directs each insurance company issuing any
such-policy to make payment of such sums directly to Bank. In addition, Borrower shall
maintain appropriate liability insurance, fire and extended coverage insurance, and all insurance
required by law, including any necessary workers' compensation insurance or flood insurance.
All insurance required hereunder shall be provided by insurance companies qualified to do
business in Maine, satisfactory to Bank, shall be in such form and in such amounts as Bank may
reasonably require and, without limiting the foregoing, shall provide that such insurance shall not
be canceled or modified without at least thirty (30) days prior notice to the Bank.

(b)  Bank, with or without its agents, shall have the right to inspect the Inventory at
intervals to be determined by Bank upon reasonable prior notice to Borrower and without
hindrance or delay. Borrower agrees to take such steps as may be necessary to provide Bank
with access to the Inventory.

(©) Althoﬁgh, as above set forth, Bank has a continuing security interest in all of

Borrower's Inventory and existing and future Accounts and other Collateral and in the proceeds
thereof, Borrower will at all times maintain as the minimum security hereunder a Borrowing
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Base not less than the aggregate unpaid principal of all advances under the Revolving Line of
Credit; and if Borrower fails to do so, Borrower shall immediately make the necessary reduction
in the unpaid principal amount of the Revolving Line of Credit Loan.

(d) Borrower will at all times keep accurate and complete records of Borrower's
Inventory, Accounts and other Collateral and Real Estate, and Bank, with or without any of its
agents, shall have the right to call at Borrower's place or places of business at intervals to be
determined by Bank upon reasonable prior notice to Borrower, and without hindrance or delay, to
inspect, audit, check, and make extracts from any copies of the books, records, journals, orders,
receipts, invoices, and/or correspondence which relate to Borrower's Accounts and other
Collateral and Real Estate, or other transactions between the parties thereto, and the general
financial condition of Borrower. Bank may remove any of such records temporarily for the
purpose of having copies made thereof, provided Bank returns such records to Borrower in the
same order and condition in which it received them from Borrower. Borrower will not change its
fiscal year without Bank's prior written consent; Borrower's fiscal year is the 52 or 53 week
period ending closest to the last Friday in March of each year. It is further agreed to by the
Borrower that upon occurrence of an Event of Default and continuing from any period during
which any Event of Default is continuing, the Bank, in its sole discretion, shall have the right (i)
to conduct field examinations of Borrower, at Borrower's sole cost and expense, from time to
time, (ii) implement the Bank's asset-based review procedures, including the requirement of daily
Borrowing Base calculations, and (iii) establish a blocked account for the receipt of Accounts.

(e) Borrower will maintain its corporate existence in good standing and will obtain,
or maintain, as the case may be, its qualification to do business in other jurisdictions where such
qualification is necessary for Borrower or its business, and will cause each of its subsidiaries to
so maintain their respective corporate existences in good standing and to obtain or maintain, as
the case may be, their respective qualifications to do business in other jurisdictions where such
qualification is necessary for such subsidiary or its business, and will, to the extent applicable to
Borrower or its property or its business, and will cause each of its subsidiaries, to the extent
applicable to such subsidiary’s property or its business, comply with all laws, ordinances and
regulations of the United States, each state, each political subdivision thereof, and of each
governmental authority. '

® Borrower will pay all real and personal property taxes, assessments and charges
and all franchise, income, unemployment, old age benefits, withholding, sales and other taxes
assessed against it, or payable by it at such times and in such manner as will prevent any interest
or penalties from accruing and as will prevent any lien or charge from attaching to its property
(except for such taxes, assessments and charges being contested by Borrower in good faith, prior
written notice of such contest having been given to Bank, where such contest does not involve
any lien on any Collateral).

(g) Bank may, in its own name or in the name of others, communicate with any

~ account debtors at any time and from time to time in order to verify with them to Bank's
satisfaction the existence, amount and terms of any Accounts.
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(h) This Agreement may but need not be supplemented by separate assignments of
Accounts and if such assignments are given the rights and security interests given thereby shall
be in addition to and not in limitation of the rights and security interests given by this Agreement.

(i) If any of Borrower's Accounts arise out of contracts with the United States of
America or any department, agency, or instrumentality thereof, Borrower will immediately notify
Bank thereof in writing and will also immediately execute any instruments and take any steps
required by Bank in order that all monies due and to become due under such contracts shall be
validly assigned to Bank and in order that notice thereof be given to the Government under the
Federal Assignment of Claims Act (and any similar or successor provisions of law).

0 Upon Bank's request, if any of Borrower's Accounts should be evidenced by
promissory notes, trade acceptances, or other instruments for the payment of money, Borrower
will immediately deliver same to Bank, appropriately endorsed to Bank's order and, regardless of
the form of such endorsement, Borrower hereby waives presentment, demand, notice, notice of
dishonor, protest and notice of protest and all other demands and notices with respect thereto.

(k) Borrower will promptly pay when due all governmental and other taxes, charges
and assessments upon the Collateral or the Real Estate or for its use or operation or upon this
Agreement, or upon any note or notes evidencing the Obligations (except for such taxes,
assessments and charges being contested by Borrower in good faith, prior written notice of such
contest having been given to Bank, where such contest does not involve any lien on any
Collateral or Real Estate), and will, at the request of Bank, promptly furnish Bank the receipted
bills therefor. At its option, but only upon the occurrence of an Event of Default, Bank may
discharge taxes, liens, security interests or other encumbrances at any time levied or placed on
the Collateral, and may at any time pay for insurance on the Collateral or the Real Estate and for
the maintenance and preservation of the Collateral or the Real Estate; Bank agrees to make
reasonable efforts to provide Borrower with notice and an opportunity to take such action on its
own prior to Bank's taking such action when the circumstances allow. Borrower agrees to
reimburse Bank on demand for any payments made, or any expenses incurred by Bank pursuant
to this Section, and until Borrower so reimburses Bank, any such sums paid or advanced by Bank
shall be deemed secured by the Collateral and the Real Estate and shall constitute part of the
Obligations.

) Borrower will immediately notify Bank in writing (a) if Borrower has reason to
believe that or receives any notice that, any Hazardous Materials (as hereinafter defined) may
exist, may have been (or are threatened to be) released, or have been or may be generated,
handled, stored, used, treated, transported, disposed of, released or maintained, on, under, over,
from, or within, any site owned, leased or operated, in whole or in part, by Borrower (each called
a "Site" herein), except in each case in material compliance with all applicable laws, ordinances,
rules and regulations, or (b) if Borrower has reason to know of, or receives any notice of, any
loss, cost or expense in excess of $10,000.00 incurred by any person or entity in connection with
any Hazardous Materials (i) on, under, over, from or within any Site, or (ii) generated, stored,
transported, handled, released or disposed of by or on behalf of Borrower, or (c) if Borrower has
reason to know of, or receives any notice of, any investigation, action or the incurring of any loss
by any governmental authority in connection with the assessment, containment, removal,
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remediation or disposal of any Hazardous Materials for which expense or loss Borrower may be
liable or as a result of which Borrower's property may be subject to a lien. As used herein, the
term "Hazardous Materials" shall mean and include any hazardous, toxic, dangerous, radioactive,
noxious or unhealthful materials, substances, objects, gases, and/or wastes, including, without
limitation, all of the following: (a) asbestos in any form; (b) urea formaldehyde foam insulation;
(c) polychlorinated biphenyls ("PCBs") or transformers or other equipment which contain
dielectric fluid containing any level of PCBs; (d) oil, gasoline and other petroleum products, and
underground or above ground storage tanks for Hazardous Materials; (e) any other chemical,
material, gas, object, waste or substance which is prohibited, limited, or regulated or subject to
regulation by any federal, state, county, regional, local, or other governmental authority; and (f)
all chemicals, materials, substances, objects, gases, and/or wastes which are now or may
hereafter be regulated by any of the following, including any of the foregoing that are
characterized within any of the terms "hazardous waste", "hazardous or toxic substance",
"hazardous material", or "oil" as each of those terms is defined in any of the following, as the
same have been or may be amended (the "Acts"): the Uncontrolled Hazardous Substance Sites
Act, 38 M.R.S.A. § 1361 et seq. (1989); the Comprehensive Environmental Response,
Compensation, and Liability Act of 1980, 42 U.S.C. § 9601 et seq. (1983)("CERCLA"); the
Superfund Amendments and Reauthorization Act of 1986 ("SARA"); the Federal Water
Pollution Control Act (the "Clean Water Act"), 33 U.S.C. § 1251 et seq. and 33 U.S.C. § 1342 et
seq.; the Resource Conservation and Recovery Act, as amended by the Hazardous and Solid
Waste Amendments of 1984 ("RCRA"), 42 U.S.C. § 6901 et seq.; the Safe Drinking Water Act,
14 U.S.C. §§ 1401-1450; the Toxic Substances Control Act, 15 U.S.C. §§ 2601-2629; the
Hazardous Materials Transportation Act, 49 U.S.C. § 180! et seq.; the Clean Air Act, 42 U.S.C.
§ 7401 et seq.; the State of Maine statutory provisions relating to Underground Storage Facilities
and Ground Water Protection, 38 M.R.S.A. § 561 et seq.; and also including within the Acts any
regulation promulgated under any of the foregoing, or any other local, state or federal regulation,
law or ordinance relating in any way to any Hazardous Materials, or any successor provision to
any of the foregoing. Borrower hereby agrees to defend, indemnify and hold harmless Bank from
and against any and all liabilities, executions, awards, judgments, claims, damages, demands,
penalties, actions, debts, suits, expenditures, indemnities, losses, charges or other amounts that
are or may become due from Bank in connection with, or arising directly or indirectly out of any
Hazardous Materials on, under, over, within or released or originating from, any Site or
otherwise relating to Borrower, meaning and intending hereby to assume the obligation to pay,
and to indemnify and hold harmless Bank for, without limitation, (1) all costs reasonably
incurred or expended by Bank in connection with the removal, neutralization or other
remediation of all Hazardous Materials from any Site, including, without limitation, all costs of
investigation, monitoring, remedial response, removal, restoration, feasibility studies, remedial
work, cleanup, engineering reports, and permit acquisitions incurred in connection therewith; (2)
all costs reasonably incurred and sums expended by Bank in determining the compliance of such
removal with all applicable regulations and standards; (3) all liability of, or expense to, Bank
reasonably incurred as a result of the improper removal, storage, handling, transport or disposal
of Hazardous Materials from any Site, by whomever performed, or arising out of exposure to
Hazardous Materials of any individual while in or on any Site, or otherwise in connection with
the existence or removal of, or failure to remove, any and all Hazardous Materials, on or from
any Site; together with (4).all of Bank's reasonable costs of defending against any proceedings
brought by or on behalf of any individual or entity allegedly injured as a result of the presence of
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Hazardous Materials on any Site, or emanating from a site in any manner, whether such claim is
decided adversely to or in favor of Bank; and (5) any reasonable attorneys' fees incurred in
connection with any of the foregoing matters; and Borrower does hereby further unconditionally
assume and agree to indemnify and make Bank whole if Bank should incur any liability
whatsoever under any of the Acts because of this Agreement or any acts or omissions connected
herewith or otherwise because of Bank's relationship to Borrower, except to the extent resulting
from Bank's gross negligence or willful misconduct. The indemnity set forth herein shall survive
the repayment of all Obligations and the termination of Bank's agreement to make loans available
to Borrower and the termination of this Agreement.

(m)  Except for any negligence or willful misconduct of Bank or for any losses, costs,
damages, liabilities or expenses resulting from Bank's breach or violation of this Agreement or
any unlawful conduct by Bank, Borrower will indemnify and save Bank harmless from all losses,
costs, damages, liabilities or expenses (including, without limitation, court costs and reasonable
attorneys' fees) that Bank may sustain or incur by reason of defending or protecting its security
interest or the priority thereof or enforcing the Obligations, or in the prosecution or defense of
any action or proceeding concerning any matter growing out of or in connection with this
Agreement and/or any other documents now or hereafter executed in connection with this
Agreement and/or the Obligations and/or the Collateral and/or the Real Estate. This indemnity
shall survive the repayment of the Obligations and the termination of Bank's agreement to make
loans available to Borrower and the termination of this Agreement.

(n) Upon request of Bank, Borrower will furnish to Bank, from time to time, within
five (5) days after the accrual in accordance with applicable law of Borrower's obligation to make
deposits for F.I.C.A. and withholding taxes, and/or sales taxes, proof satisfactory to Bank that
such deposits have been made as required. Should Borrower fail to make any of such deposits or
furnish such proof then Bank may, in its sole and absolute discretion, which discretion shall be
exercised consistent with Bank's position as a prudent secured lender, (1) make any of such
deposits or any part thereof, (ii) pay such taxes, or any part thereof, or (iii) set up such reserves as
Bank, in its judgment, may deem necessary to satisfy the liability for such taxes. Each amount so
deposited, paid or reserved shall constitute an advance under the terms hereof, and shall be
repayable on demand with interest, and secured by all Collateral, Real Estate and any other
property at any time pledged by Borrower with Bank. Nothing herein shall be deemed to obligate
Bank to make any such deposit or payment or to set up such reserve, and the making of any one
or more of such deposits or payments or the setting-up of any such reserve shall not constitute
(1) an agreement on Bank's part to take any further or similar action on that or any other occasion,
or (ii) a waiver of any default by Borrower under the terms hereof.

(o)  All advances by Bank to Borrower under the Revolving Line of Credit constitute
one general revolving fluctuating loan, and all indebtedness of Borrower to Bank under this and
under any other agreement (including, without limitation, the other Loans, the Letter of Credit
and the Master Swap Agreement) constitute one general obligation. Each advance to Borrower
hereunder or otherwise shall be made upon the security of all of the Collateral, including any held
and to be held by Bank. It is distinctly understood and agreed that all of the rights of Bank
contained in this Agreement shall likewise apply, insofar as applicable, to any modification of or
supplement to this Agreement and to any other agreements between Bank and Borrower. ‘Any
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Event of Default under this Agreement by Borrower shall constitute, likewise, a default by
Borrower under any and all other agreements of Borrower with Bank then existing, and any
default by Borrower under any other agreement with Bank shall constitute an Event of Default by
Borrower under this Agreement. All Obligations of Borrower to Bank shall become due and
payable when payments become due and payable hereunder upon termination of this Agreement.

(p) Borrower hereby grants to Bank for the purpose of exercising its rights in the
Collateral, for a term to commence on the date of this Agreement and continuing thereafter until
all debts and Obligations of any kind or character owing from Borrower to Bank are fully paid
and discharged and Bank has no further agreement to make loans available to Borrower, the right
to use all premises or places of business which Borrower presently has, uses or occupies or may
hereafter have, use or occupy to the extent permitted by the owner of any leased premises and
where any of the Collateral may be located, at a total rental for the entire period of One Dollar
($1.00). Bank agrees not to exercise the rights granted in this paragraph unless and until an
Event of Default has occurred and Bank determines to exercise its rights against the Collateral or
the Real Estate.

@ Borrower will, at its expense (except for corrections caused by Bank's error), upon
the request of Bank promptly and duly execute and deliver such documents and assurances and
take such actions as may be necessary or desirable in Bank's sole discretion in order to correct
any defect, error or omission which may at any time be discovered in this Agreement or the
documents related hereto, or to carry out more effectively the intent and purpose of this
Agreement or to establish, perfect and protect Bank's security interest, rights and remedies
created or intended to be created hereunder. Without limiting the generality of the above,
Borrower will execute financing and continuation statements pursuant to the Uniform
Commercial Code or other notices appropriate under applicable Federal or state law in form
satisfactory to Bank and will file and pay for filing of the same in all offices and jurisdictions
requested by Bank.

(r) Without limiting the generality of the foregoing paragraph 15(q), Borrower shall,
at its'sole cost and expense, take and perform any and all further steps requested by Bank to
perfect Bank's security interest in Inventory. A physical listing of all Inventory, wherever
located, shall be taken by Borrower and certified to Bank at least annually and whenever
requested by Bank if one or more Events of Default exist.

(s) Borrower hereby grants to Bank, for a term to commence on the date of this
Agreement and continuing thereafter until all Obligations of any kind or character owed to Bank
are fully paid and discharged, a non-exclusive, irrevocable, royalty-free license in connection
with Bank's exercise of its rights hereunder, to use, apply or affix any trademark, servicemark,
trade name, logo or the like and to use any patents and licenses, in which Borrower now or
hereafter has rights, which license may be used by Bank upon and after the occurrence of any one
or more Events of Default, provided, however, that such use by Bank shall be suspended if such
Events of Default are cured. This license shall be in addition to, and not in lieu of, the inclusion
of all of Borrower's trademarks, servicemarks, trade names, logos, goodwill, patents, franchises
and licenses in the Collateral; in addition to the right to use said Collateral as provided in this
paragraph, Bank shall have full right to exercise any and all of its other rights regarding
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Collateral with respect to such trademarks, servicemarks, trade names, logos, goodwill, patents,
franchises and licenses to the extent permitted by the applicable underlying agreements.

() Borrower shall establish and maintain its primary depositary accounts with Bank,

- including without limitation, the deposit of funds constituting Capital Deposits, at all times

during the term hereof. The extension of credit evidenced by this Agreement is made in express
reliance on Borrower's agreement to establish and maintain such accounts, and on Borrower's
maintaining its primary commercial banking relationship with Bank, and, without limiting any
other rights Bank may have, Bank shall have the right to terminate this Agreement if Borrower
shall fail to maintain such accounts and such primary commercial banking relationship.

(u) Borrower shall on or before the last Business Day of each quarter-annual period,
commencing June 30, 1998, deposit into a separate account established by the Bank (the "Escrow
Account") an amount equal to one-quarter (1/4) of the so-called sinking fund payment required to
be made at the end of each such year in respect of the IRB Loan pursuant to Section 402 of that
certain Mortgage, Indenture of Trust and Agreement dated as of December 1, 1984 pertaining to
the IRB Loan. All amounts deposited into the Escrow Account shall earn interest, which may be
applied by the Bank from time to time against the accumulated principal of the Loans, or , upon
the occurrence of an Event of Default, the accrued unpaid interest on the Loans. The Bank shall
pay over the balance in the Escrow Account to the Trustee of the IRB Loan on or before
December 31 in each year, towards payment of the sinking fund payments due at such year end.

16. BORROWER'S NEGATIVE COVENANTS. Borrower will not:

(a) Tangible Capital Base. permit its tangible capital base to be less than
$8,200,000.00, measured continuously and reported quarterly beginning on March 31, 1998 on
both a consolidated and unconsolidated basis; "tangible capital base" shall mean Borrower's
shareholder's equity which equity shall include Capital Deposits and preferred stock subscribed
to a maximum of $300,000.00, determined in accordance with generally accepted accounting
principles, consistently applied, plus subordinated debt; "subordinated debt" means Borrower's
existing indebtedness listed in Schedule D hereof;

(b) Cash Flow Coverage Ratio. permit its cash flow (as defined in this subparagraph
(b)) for any fiscal year to be less than 1.1 times the amount of its debt service (as defined in this
subparagraph (b)) for any such fiscal year, as shown on its financial statements measuring the
prior 12 months on a rolling four (4) quarter basis beginning with the receipt of 1998 financial
statements, calculated using the following formulas:

cash flow: Earnings before interest, taxes, depreciation and amortization,
adjusted by the net change in Capital Deposits MINUS provision
for income taxes MINUS cash dividends and distributions;

debt service: the sum of all interest expense, including interest paid on Capital Deposits,
and current maturities of capitalized leases and long term indebtedness;
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(c) Capital Expenditures. except for expenditures made for the warehouse expansion
or construction under the Equipment Line of Credit, the Borrower will not make Capital
Expenditures in the aggregate during any fiscal year in excess of $750,000.00, net of
dispositions. "Capital Expenditures" means any payment made directly or indirectly for the
purpose of acquiring, or constructing or improving fixed assets, real property or equipment which
in accordance with generally accepted accounting principles ("GAAP") will be added as a debit
to the fixed asset account of the Borrower, including, without limitation, amounts paid or payable
under any conditional sale or other title retention agreement or under any lease or other periodic
payment arrangement which is of such a nature that payment obligations of the lessee or obligor
hereunder would be required by GAAP to be capitalized and shown as liabilities in the balance
sheet of such lessee or obligor;

(d) s Corporation. in the event and so long as Borrower is an S corporation, make
distributions to its shareholders during any fiscal year of Borrower in an aggregate amount
greater than the amount necessary to pay federal and state income taxes upon Borrower's
undistributed income for such year; '

(e) Disposition of Collateral. sell, assign, exchange or otherwise dispose of any of
the Collateral (other than Inventory consisting of (i) scrap, waste, defective goods and the like;
(ii) obsolete goods; and (iii) finished goods sold in the ordinary course of business) or any
interest therein outside of the ordinary course of business to any individual, partnership, trust,
corporation or other entity including, without limitation, any Affiliate or Subsidiary; provided.
however, Borrower may dispose of such Collateral outside of the ordinary course of its business
upon prior approval of Bank, if such disposal is for fair market value as determined in a manner
acceptable to Bank and such disposal does not have a material adverse effect on the overall
Collateral position of the Borrower;

(H Liens; Indebtedness. create, permit to be created or suffer to exist any lien,
encumbrance or security interest of any kind upon any of the Collateral, Real Estate or any other
property of Borrower, now owned or hereafter acquired (except for the Permitted Liens and
purchase money security interest expressly consented to in writing by the Bank) and create or
permit to be created any additional indebtedness (except for Capital Deposits and purchase
money indebtedness not in excess of $100,000.00 in the aggregate during the term hereof);
provided, however, the foregoing covenant is not intended to restrict equipment or vehicle
operating leases, or incidental low-cost financing from public agencies in conjunction with real
estate financing; "indebtedness" shall mean (i) all liabilities for borrowed money, for the deferred
purchase price of property or services, and under leases which are or should be, under generally
accepted accounting principles, recorded as capital leases, in respect of which a person or entity
is directly or indirectly, absolutely or contingently liable as obligor, guarantor, endorser, or
otherwise, or in respect of which such person or entity otherwise assures a creditor against loss,
(ii) all liabilities of the type described in (i) above which are secured by (or for which the holder
has an existing right, contingent or otherwise, to be secured by) any lien upon property owned by
such person or entity, whether or not such person or entity has assumed or become liable for the
payment thereof, and (iii) all other liabilities or obligations which would, in accordance with
generally accepted accounting principles, be classified as liabilities of such person or entity;
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) Loans. make any loans or advances to any individual, partnership, trust,
corporation or other entity, including. without limitation, Borrower's directors, officers and
employees except for loans to its members as contemplated by Sections 5 and 7 hereof, which
loans to its members shall not exceed in the aggregate $2,000,000, no matter the source of such
funds;

(h)  Quarantees. assume, guarantee, endorse or otherwise become directly or

. contingently liable in respect of (including, without limitation, by way of agreement, contingent
or otherwise, to purchase, provide funds to or otherwise invest in a debtor or otherwise to assure
a creditor against loss), any liabilities (except (x) guarantees by endorsement of instruments for
deposit or collection in the ordinary course of business and guarantees in favor of Bank, (y)
guarantees to obtain financing for its members’ stores provided that the sum of such guarantees
does not exceed $1,000,000.00, and (z) guarantees issued to lessors in the ordinary course of
Borrower's business) of any individual, partnership, trust or other corporation;

(1) Investments. (A) use any loan procéeds to purchase or carry any "margin stock”
(as defined in Regulation U of the Board of Governors of the Federal Reserve System), or
(B) invest in or purchase any stock or securities of any individual, partnership, trust or other
corporation except: (x) readily marketable direct obligations of, or obligations guaranteed by, the
United Sates of America or any agency thereof, or (y) time deposits with or certificates of deposit
issued by Bank, or (z) investments in stocks or securities of Shurfine Eastern Corporation,
Associated Wholelsalers, Inc. and Western Family Holding Company as necessary to carry on the
routine business of Borrower or which are otherwise consistent with the prior investments of
Borrower previously disclosed to the Bank in writing;

M Salaries. pay any salaries, bonuses or other compensation, direct or indirect, to
any officer or stockholder of Borrower, except for annual or deferred compensation to officers,
management and directors in reasonable amounts for services actually rendered consistent with
past practices;

(k)  Transactions with Affiliates. enter into any lease or other transaction with any
shareholder, officer or affiliate on terms any less favorable than those which might be obtained at
the time from persons who (or entities which) are not such a shareholder; officer or affiliate;

0)) Subsidiaries. create any new subsidiaries or sell, transfer or otherwise dispose of
any stock of any subsidiary of Borrower or permit any subsidiary to sell, assign, exchange or
otherwise dispose of any of its assets except in the ordinary course of business and consistent
with Section 16(e) hereof; or

(m) Mergers, Consolidations or Sales. (A) merge or consolidate with or into any
corporation; (B) enter into any joint venture or partnership with any person, firm or corporation
unless (w) prior detailed written notice is provided to the Bank thirty (30) days in advance, (x)
Borrower's capital contribution does not exceed $50,000 per occurrence, and $100,000 in the
aggregate during the term of this Agreement, (y) all obligations of the joint venture or partnership
entity shall be consolidated into the financial covenant requirements of Borrower under this
Agreement, and (z) Borrower shall provide Bank with timely and continuous disclosure to Bank
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concerning the financial condition of such joint venture or partnership; (C) convey, lease or sell
all or any material portion of its property or assets or business to any other person, firm or
corporation, except for the sale of Inventory in the ordinary course of its business; or (D) convey,
lease or sell any of its assets to any person, firm or corporation for less than the fair market value
thereof.

For purposes of this Section 16, "distributions" shall mean all payments and distributions
to shareholders in cash or in property other than reasonable salaries, bonuses and expense
reimbursements; and "liabilities" shall mean (i) all liabilities for borrowed money, for the
deferred purchase price of property or services, and under leases which are or should be, under
generally accepted accounting principles, recorded as capital leases, in respect of which a person
or entity is directly or indirectly, absolutely or contingently liable as obligor, guarantor, endorser,
or otherwise, or in respect of which such person or entity otherwise assures a creditor against
loss, (ii) all liabilities of the type described in (i) above which are secured by (or for which the
holder has an existing right, contingent or otherwise, to be secured by) any lien upon property
owned by such person or entity, whether or not such person or entity has assumed or become
liable for the payment thereof, and (iit) all other liabilities or obligations which would, in
accordance with generally accepted accounting principles, be classified as liabilities of such
person or entity. Unless expressly stated otherwise, all financial covenants and determinations of
same shall be made in accordance with GAAP.

17. DEFAULT. Upon the occurrence of any one or more of the following Events of
Default:

(@) The execution of an assignment for the benefit of the creditors of Borrower, or the
occurrence of any other voluntary or involuntary liquidation; the failure by Borrower to generally
pay the debts of Borrower as they mature; adjudication of bankruptey or insolvency relative to
Borrower; the entry of an order for relief or similar order with respect to Borrower in any
proceeding pursuant to Title 11 of the United States Code entitled "Bankruptcy" (commonly
referred to as the Bankruptcy Code) or any other federal bankruptcy law; the filing of any
complaint, application, or petition by or against Borrower initiating any matter in which
Borrower is or may be granted any relief from the debts of Borrower pursuant to any other
insolvency statute or procedure, but if such filing is against Borrower by one or more third
parties, only if Borrower shall fail to contest such filing actively or shall fail to cause it to be
removed within sixty (60) days; the offering by or entering into by Borrower of any composition,
extension or any other arrangement seeking relief or extension for the debts of Borrower, or the
initiation of any other judicial or non-judicial proceeding or agreement by, against or including
Borrower which seeks or intends to accomplish a reorganization or arrangement with creditors;.
or

(b) Subject to an aggregate amount of $50,000.00 during the term of this Agreement,
the occurrence of any event which would cause or permit a lien creditor or creditors, as that term
is defined in Section 9-301 of the applicable version of the Uniform Commercial Code, to take
priority in over any advances made by Bank; or

(¢)  The death, termination of existence, dissolution, or liquidation of Borrower; or
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(d) The ceasing or failure of this Agreement, at any time after its execution and
delivery and for any reason, (i) to create a valid and perfected first priority security interest in and
to the Collateral or the Real Estate; or (ii) to be in full force and effect; or any determination or
declaration that this Agreement is null and void; or the commencement or prosecution of any
contest challenging the validity or enforceability hereof by Borrower or any guarantor; or any
denial by Borrower that it has any further liability or obligation hereunder; or

(e) The service of any process upon Bank seeking to attach by trustee process any
funds of Borrower on deposit with Bank, if the aggregate of such attachments equals or exceeds
$25,000.00 at any given time and such attachments are not released or bonded over by Borrower
within thirty (30) days of such occurrence;

then the principal of and all interest on the Loans then outstanding, and all other amounts due
hereunder, shall become forthwith due and payable without presentment, demand, protest or
notice of any kind, all of which Borrower hereby expressly waives.

Upon the occurrence of any one or more of the following Events of Default (together with
the Events of Default listed above, the "Events of Default" and individually an "Event of
Default"):

() The failure by Borrower promptly, punctually and faithfully to perform or to
observe any material term, covenant or agreement on its part to be performed or observed beyond
any applicable grace periods pursuant to the following provisions of this Agreement, or the

material inaccuracy of the representations and warranties included in the following provisions, as
of the time given: Sections 3, 4(b), 15(a), 15(e), 15(f), 15(), 15(k), 15(1), 16; or

(2) Any material representation or warranty heretofore, now or hereafter made by
Borrower to Bank, in any document, instrument or agreement was not materially true or accurate
when given; or

(h)  The failure by Borrower to pay any amount as and when due under this
Agreement; or

@ The failure by Borrower to pay within ten (10) days of when due any other of the
Obligations, or any portion thereof, including, without limitation, any failure to pay when due
any installment of interest, principal, principal and interest, or any other charge or amount; or

) The failure by Borrower promptly, punctually and faithfully to perform or to
observe any term covenant or agreement on its part to be performed or observed pursuant to any
provisions of this Agreement in any material respect (other than as expressly set forth in this
Section 17), and the continuance thereof for thirty (30) days after the occurrence of such default;
or

(k)  Any indebtedness of Borrower in excess of $25,000.00 from any lender other than
Bank is accelerated; or
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M Any filing against or relating to Borrower of (i) a federal tax lien in favor of the
United States of America or any political subdivision of the United States of America, or (ii) a
state tax lien in favor of any state of the United States of America or any political subdivision of
any such state, other than a lien for taxes not yet due and payable; or

(m)  The occurrence of any event of default under any agreement between Bank and
Borrower or under any instrument or document given to Bank by Borrower, whether such
agreement, instrument, or document now exists or hereafter arises (regardless of whether Bank
has exercised any of its rights upon default under any such other agreement, instrument or
document); or :

(n)  The entry of a court order assuming custody of, or appointing a receiver or other
custodian for, all or a substantial part of Borrower’s property or all or a material part of the
Collateral or the Real Estate, and such order remains unstayed for more than sixty (60) days, or
Borrower’s consent to a court’s assumption of, custody of, or appointment of a receiver or other
custodian for, all or a substantial part of its property or all or a material part of the Collateral or
the Real Estate; or -

(0) [f there shall remain in force, undischarged, unsatisfied, unstayed and unbonded,
for more than sixty (60) days, any final judgment against the Borrower from which no further
appeal may be taken and which, with other outstanding final judgments, undischarged,
unsatisfied, unstayed and unbonded, against the Borrower exceed $50,000.00 in the aggregate
amount; or

(p) The occurrence of any event or circumstance with respect to Borrower such that
Bank shall believe in good faith that the prospect of payment of all or a substantial part of the
Obligations or the performance by Borrower under this Agreement or under any other agreement
between Bank and Borrower is materially impaired, and Borrower shall fail, within twenty (20)
days after notice of such belief has been given, to provide adequate assurances to Bank that such
prospects have not been materially impaired; or

(@) The entry of any court order which enjoins, restrains or in any way prevents
Borrower from conducting all or any substantial part of its business affairs in the ordinary course
of business and such order is not discharged within sixty (60) days; or

(r) The occurrence of any materially underinsured loss, theft, damage or destruction
“to any material asset(s) of Borrower; or

(s) Any act by, against, or relating to Borrower or its assets pursuant to which any
creditor of Borrower seeks to reclaim or repossess, or reclaims or repossesses, all or a material
portion of Borrower's assets and such action is not stayed, vacated or bonded over within thirty
(30) days of such action; or

) The existence or occurrence of any of the following events with respect to

Borrower or any ERISA affiliate: (i) any "prohibited transaction” (as defined in Section 406 of
ERISA or Section 4975 of the Internal Revenue Code) involving any Plan; (ii) any "reportable
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event” (as defined in Section 4043 of ERISA and the regulations issued under such Section) with
respect to any Plan; (iii) the filing under Section 4041 of ERISA of a notice of intent to terminate
any Plan or the termination of any Plan; (iv) any event or circumstance which might constitute

“grounds entitling the Pension Benefit Guaranty Corporation ("PBGC") to institute proceedings
under Section 4042 of ERISA for the termination of, or for the appointment of a trustee to
administer, any Plan, or the institution by the PBGC of any such proceedings; or (v) any partial
withdrawal under Section 4201 or 4204 of ERISA from a Multiemployer Plan; or any
reorganization, insolvency, or termination of any Multiemployer Plan; and in each case above,
such event or condition, together with all other events or conditions, if any, could in the opinion
of Bank subject Borrower to any tax, penalty, or other liability to a Plan, a Multiemployer Plan,
the PBGC, or otherwise, which would have a material adverse effect on the financial condition of
Borrower; or.

(u) The occurrence of any of the foregoing Events of Default with respect to any
guarantor endorser, or surety to Bank with respect to any of the Obligations, as if such guarantor,
endorser or surety were the "Borrower" described therein;

then or at any time thereafter while such Event of Default described in Sections 17(f) through
17(u) is continuing, Bank may declare all indebtedness of Borrower hereunder due and payable,
whereupon it shall become forthwith due and payable, without further presentment, demand,
protest or notice of any kind, all of which Borrower hereby expressly waives.

The occurrence of any such Event of Default shall also constitute, without notice or
demand, a default under all other agreements between Bank and Borrower and under all
instruments and documents given to Bank by Borrower, but only to the extent included within
Obligations, whether such agreements, instruments, or documents now exist or hereafter arise.

18.  AVAILABLE REMEDIES. Upon the occurrence of any Event of Default, Bank
may declare any and all obligations Bank may have hereunder to be canceled, may declare any or
all Obligations of Borrower to be due and payable, and may proceed to enforce payment of the
Obligations and to exercise any and all of the rights and remedies afforded to Bank by the
Uniform Commercial Code, under the terms of this Agreement, or otherwise. In addition, upon
the occurrence of any Event of Default, if Bank proceeds to enforce payment of the Obligations,
Borrower shall be obligated to deliver to Bank cash collateral in an amount equal to the aggregate
amounts then undrawn on all outstanding letters of credit or acceptances issued or guaranteed by
Bank for the account of Borrower, and Bank may proceed to enforce payment of the same and to
exercise all rights and remedies afforded to Bank under the Uniform Commercial Code, under
the terms of this Agreement, or otherwise.

Upon the occurrence of any Event of Default, Bank may in addition, at its option, without
notice thereof and without demand, through an agent or otherwise, take any one or more of the
following actions, all of which are hereby authorized by Borrower, and all of which rights and
remedies shall be cumulative, and may be exercised either separately or together from time to
time with respect to all or any portion of the Collateral:
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(a) Bank shall be entitled to have a receiver appointed to enter and take possession of
the Collateral. operate Borrower's business of which the Collateral forms a part, and collect the
profits therefrom and apply the same as the court may direct; and

(b) Bank or its agents or contractors may enter, with or without process of law, any
premises owned or leased by Borrower where the Collateral might be, and without charge or
liability, take possession of the Collateral and use or store it in said premises or elsewhere, and,
at the option of Bank, remain on said premises and operate Borrower's business of which the
Collateral forms a part as absolute owner thereof, and collect the profits therefrom and shall have
the right, to the fullest extent permitted by law, but shall not be obliged, to apply the same, after
payment of all costs and expenses incurred in connection with the collection thereof, to the
indebtedness secured hereby, in such order as Bank in its discretion may determine; and

(c) Upon request of Bank, Borrower shall assemble the Collateral and make it
available to Bank at a place or places reasonably convenient to both parties to be designated by
Bank, and Bank may sell or otherwise dispose of the Collateral (in its then condition or after
further manufacturing, processing or preparation thereof, utilizing in connection therewith any of
Borrower's assets, without charge or liability to Bank therefor) at public or private sale (which
sale Bank may postpone from time to time), all as Bank deems advisable, for cash or credit;
provided, however, that Borrower's liability to Bank shall be reduced by the net proceeds of such
sale only as and when such proceeds are finally collected by Bank, and Borrower shall pay any
deficiency on demand. Bank may become the purchaser at any such sale and Bank may, in lieu
of actual payment of the purchase price, offset the amount thereof against the indebtedness
secured hereby. Unless the Collateral is perishable or threatens to decline speedily in value or is
of a type customarily sold on a recognized market, Bank shall give to Borrower prior written
notice, by registered mail, postage prepaid, of the time and place of any public sale of any of the
Collateral or of the time after which any private sale or any other intended disposition may be
made, which notice is to be sent at least five (5) days before the time of the sale or other
disposition of Collateral, which provisions for notice Borrower and Bank agree are reasonable;’
and .

(d) To the extent permitted by the applicable underlying agreements between
Borrower and third parties, Bank may use or transfer, without charge or liability to Bank therefor,
any of Borrower's labels, trade names, trademarks, servicemarks, patents, licenses, certificates of
authority, shipping and packaging materials or advertising materials in preparing, shipping or
advertising for sale and selling or other disposition of the Collateral, and any such transferee shall
have all of Borrower's right, title and interest therein, to the maximum extent allowed by law,
free and clear of any lien or encumbrance; and

(¢)  Bank may, at any time in its discretion, endorse and transfer into its own name or
that of its nominee any documents, securities or other property securing the indebtedness of
Borrower secured hereby and receive the income thereon and hold the same as security for such
indebtedness or apply it to such indebtedness; and

® Insofar as Collateral may consist of Accounts, general intangibles, insurance
policies, instruments, chattel paper, chooses in action or the like, Bank may demand, collect,
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receipt for, settle, renew, extend, exchange, compromise, adjust, sue for, foreclose or realize
upon Collateral in whole or in part, as Bank may determine, and for the purpose of realizing
Bank's rights therein and without limiting the rights and powers granted to Bank elsewhere in this
Agreement, Bank may receive, open and dispose of mail addressed to Borrower and endorse
notes, checks, drafts, money orders, documents of title or other evidences of payment, shipment
or storage or any form of Collateral on behalf of and in the name of Borrower, and apply the
proceeds thereof to the indebtedness secured hereby.

19. PROCESSING AND SALES OF INVENTORY. So long as Borrower is not in
default hereunder, Borrower shall have the right, in the regular course of business, to process and
sell Borrower's Inventory. A sale in the ordinary course of business shall not include a transfer in
total or partial satisfaction of a debt.

20.  JURY TRIAL WAIVER. IT IS MUTUALLY AGREED BY BANK AND
BORROWER THAT THE RESPECTIVE PARTIES HERETO SHALL AND HEREBY DO
WAIVE TRIAL BY JURY IN ANY ACTION, PROCEEDING, COUNTERCLAIM,
OBJECTION TO CLAIM IN A BANKRUPTCY CASE, OR OTHER LITIGATION OF ANY
TYPE BROUGHT BY ANY OF THE PARTIES HERETO AGAINST ANY OF THE OTHERS
ON ANY MATTER WHATSOEVER ARISING OUT OF, RELATED TO, OR IN ANY WAY
CONNECTED WITH THIS AGREEMENT AND/OR THE TRANSACTIONS OR
DOCUMENTS CONTEMPLATED HEREBY. WITHOUT IN ANY WAY LIMITING THE
SCOPE OR EFFECT OF THE FOREGOING WAIVER OF THE JURY TRIAL RIGHT, THE
PARTIES HERETO SPECIFICALLY AGREE THAT SUCH WAIVER SHALL BE
EFFECTIVE IN ANY ACTION ARISING OUT OF OR RELATED TO: (A) ANY ALLEGED
ORAL PROMISE OR COMMITMENT BY BANK, (B) ANY ALLEGED MODIFICATION OR
AMENDMENT OF THIS AGREEMENT AND/OR THE TRANSACTIONS OR
DOCUMENTS CONTEMPLATED HEREBY, WHETHER IN WRITING, ORAL, OR BY
ALLEGED CONDUCT; (C) ANY ENFORCEMENT OF THIS AGREEMENT AND/OR THE
TRANSACTIONS OR DOCUMENTS CONTEMPLATED HEREBY; AND (D) ANY
REPOSSESSION, TAKING OF POSSESSION, OR DISPOSITION OF COLLATERAL
SECURING THE INDEBTEDNESS EVIDENCED BY THIS AGREEMENT AND/OR THE
TRANSACTIONS OR DOCUMENTS CONTEMPLATED HEREBY. WITHOUT IN ANY
WAY LIMITING THE FOREGOING, THE PARTIES FURTHER AGREE THAT THEIR
RESPECTIVE RIGHTS TO A TRIAL BY JURY ARE WAIVED BY OPERATION OF THIS
PARAGRAPH AS TO ANY ACTION, COUNTERCLAIM, OR OTHER PROCEEDING
WHICH SEEKS, IN WHOLE OR IN PART, TO CHALLENGE THE VALIDITY OR
ENFORCEABILITY OF THIS AGREEMENT AND/OR THE TRANSACTIONS OR
DOCUMENTS CONTEMPLATED HEREBY OR ANY PROVISION THEREOF.

21, CONSENT TO JURISDICTION. Borrower and Bank agree that any judicial
action or proceeding to enforce or arising out of this Agreement may, subject to the provisions of
Section 18 hereof, be commenced in any court of the State of Maine or in the District Court of
the United States for the District of Maine.

22. TERMINATION AND EXPIRATION NOT TO AFFECT BANK'S RIGHTS.
Unless and until all loans made by Bank to Borrower hereunder and all other Obligations and
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commitments of Bank under which an Obligation could arise, outstanding as of the time of the
termination or expiration of this Agreement, have been paid in full (and, in the case of such
commitments, have been terminated), such termination or expiration shall in no way affect the
security interest or other rights and powers herein granted to Bank, and until such payment in full
(and termination) the security interest of Bank in all Inventory, Accounts and other Collateral of
Borrower, whether existing as of the time of such termination or expiration or thereafter arising,
and all rights and powers herein granted to Bank in respect thereof and otherwise, and all
liabilities, obligations and agreements of Borrower hereunder, shall remain in full force and
effect. Until all of the Obligations of Borrower to Bank have been fully paid and satisfied and all
commitments of Bank under which an Obligation could arise have expired, Borrower shall fully
comply with the terms and conditions of this Agreement as herein provided. Prior to such
payment in full of all of the Obligations of Borrower to Bank and the simultaneous termination
of all of such commitments by Bank, Borrower's obligations under this Agreement shall
constitute a continuing agreement in every respect.

23. MISCELLANEQUS. (a) No delay or omission on the part of Bank in exercising
any rights shall operate as a waiver of such right or any other right. Waiver on any one occasion
shall not be construed as a bar to or waiver of any right or remedy on any future or other
occasion. All of Bank's rights and remedies, whether evidenced hereby or by any other
agreement, instrument or paper, shall be cumulative and may be exercised singularly or
concurrently.

(b) Bank is authorized to make loans under the terms of this Agreement upon the
request, either written or oral, in the name of Borrower or any authorized person whose name
appears at the end of this Agreement or of any persons from time to time holding the offices of
Chief Executive Officer, President or Treasurer of Borrower or of such other officers and
authorized signatories as may from time to time be set forth in any banking and borrowing
resolutions, or of any other agents or officers with apparent authority to act for Borrower in
requesting loans hereunder.

(©) If at any time or times by assignment or otherwise, Bank assigns this Agreement,
such assignment shall carry with it Bank's powers and rights under this Agreement, and the
transferee shall become vested with said powers and rights whether or not they are specifically
referred to in the transfer. Bank shall notify Borrower of any assignment, partial assignment or
transfer by Bank of this Agreement or of the Obligations of Borrower.

(d) . Borrower agrees that any and all Loans made by Bank to Borrower or for its
account under this Agreement shall be conclusively deemed to have been authorized by Borrower
and to have been made pursuant to duly authorized requests therefor on its behalf.

(e)  Unless otherwise defined in this Agreement, capitalized words shall have the
meanings set forth in the Uniform Commercial Code as in effect in the State of Maine as of the

date of this Agreement.

63) Any paragraph and section headings used in this Agreement are for convenience
only, and shall not affect the meaning or construction of this Agreement. If one or more
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provisions of this Agreement (or the application thereof) shall be invalid, illegal or unenforceable
in any respect in any jurisdiction, such invalidity, illegality or unenforceability shall not affect in
any way the validity, legality or enforceability of such provision (or its application) in any other
jurisdiction or of any other provision of this Agreement (or its application) in any jurisdiction.
This Agreement constitutes the entire agreement of the parties with respect to the subject matter
hereof and supersedes any prior written or verbal communications or instruments relating thereto.

() All notices and other communications hereunder shall be made by hand delivery,
telecopier, overnight courier, or certified or registered mail, return receipt requested, and shall be
deemed to be received by the party to whom sent upon delivery, if delivered by hand or sent by
telecopier; one business day after sending, if sent by overnight courier; and three (3) business
days after mailing, if sent by certified or registered mail. All such notices shall be deemed given
upon such deemed receipt. All such notices and other communications to a party hereto shall be
addressed to such party at the address set forth at the end of this Agreement (or to such other
address as such party may designate for itself in a notice to the other party given in accordance
with this section) and shall be sent postage and other charges prepaid.

(h) Bank may at any time pledge all or any portion of its rights under the Loan
Documents including any portion of the promissory note to any of the twelve (12) Federal
Reserve Banks organized under Section 4 of the Federal Reserve Act, 12 U.S.C. Section 341. No
such pledge or enforcement thereof shall release Bank from its obligations under any of the Loan
Documents.

(1) Bank shall have the unrestricted right at any time or from time to time, and
without Borrower's or any guarantor's consent, to assign all or any portion of its rights and
obligations hereunder to one or more FDIC insured banks or other financial institutions (each, an
"Assignee") (provided that such Assignee has the ability to perform Bank's obligations hereunder
and expressly assumes such obligations), and Borrower and each guarantor agrees that it shall
execute, or cause to be executed, such documents, including, without limitation, amendments to
this Agreement and to any other documents, instruments and agreements executed in connection
herewith as Bank shall deem necessary to effect the foregoing. In addition, at the request of
Bank and any such Assignee, Borrower shall issue one or more new promissory notes, as
applicable, to any such Assignee and, if Bank has retained any of its rights and obligations
hereunder following such assignment, to Bank, which new promissory notes shall be issued in
replacement of, but not in discharge of, the liability evidenced by the promissory note held by
Bank prior to such assignment and shall reflect the amount of the respective commitments and
Loans held by such Assignee and Bank after giving effect to such assignment. Upon the
execution and delivery of appropriate assignment documentation, amendments and any other
documentation required by Bank in connection with such assignment, and the payment by
Assignee of the purchase price agreed to by Bank, and such Assignee, such Assignee shall be a
party to this Agreement and shall have all of the rights and obligations of Bank hereunder (and
under any and all other guaranties, documents, instruments and agreements executed in
connection herewith) to the extent that such rights and obligations have been assigned by Bank
pursuant to the assignment Documentation between Bank and such Assignee, and Bank shall be
released from its obligations hereunder and thereunder to a corresponding extent. The Borrower
shall not be responsible for the Bank's or the Assignee's costs in effecting such assignment.
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) Bank shall have the unrestricted right at any time and from time to time, and
without the consent of or notice to Borrower or any guarantor, to grant to one or more banks or
other financial institutions (each, a "Participant”) participating interests in Bank's obligation to
lend hereunder and/or any or all of the Loans held by Bank hereunder. In the event of any such
grant by Bank of a participating interest to a Participant, whether or not upon notice to Borrower,
Bank shall remain responsible for the performance of its obligations hereunder and Borrower
shall continue to deal solely and directly with Bank in connection with Bank's rights and
obligations hereunder. Bank may furnish any information concerning Borrower in its possession
from time to time to prospective Assignees and Participants, provided that Bank shall require any
such prospective Assignee or Participant to agree in writing to maintain the confidentiality of
such information.

(k) Borrower and any guarantor hereby grant to Bank, a lien, security interest and
right of setoff (except as provided in Section 12(b) of this Agreement) as security for all
liabilities and obligations to Bank, whether now existing or hereafter arising, upon and against
deposits, credits, collateral and property, now or hereafter in the possession, custody, safekeeping
or control of Bank or any entity under the control of Fleet Financial Group, Inc., or in transit to
any of them. At any time after an Event of Default, without demand or notice (except for such
notice and cure periods expressly set forth in this Agreement and the Loan Documents), Bank
may set off the same or any part thereof and apply the same to any liability or obligation of
Borrower and any guarantor even though unmatured and regardless of the adequacy of any other
collateral securing the Loan. ANY AND ALL RIGHTS TO REQUIRE BANK TO EXERCISE
ITS RIGHTS OR REMEDIES WITH RESPECT TO ANY OTHER COLLATERAL WHICH
SECURES THE LOAN, PRIOR TO EXERCISING ITS RIGHT OF SETOFF WITH RESPECT
TO SUCH DEPOSITS, CREDITS OR OTHER PROPERTY OF THE BORROWER OR ANY
GUARANTOR, ARE HEREBY KNOWINGLY, VOLUNTARILY AND IRREVOCABLY
WAIVED.

) Upon receipt of an affidavit of an officer of Bank as to the loss, theft, destruction
or mutilation of any promissory note evidencing the Obligations or any other security document
which is not of public record, and, in the case of any such loss, theft, destruction or mutilation,
upon surrender and cancellation of such promissory note or other security document, Borrower
will issue, in lieu hereof, a replacement promissory note or other security document in the same
principal amount thereof and otherwise of like tenor. The Borrower shall not be responsible for
Bank's costs of replacing such notes or documents. '

(m) - By signing below, Borrower agrees and acknowledges that, under Maine law, no
promise, contract, or agreement to lend money, extend credit, forbear from collection of debt or
make any other accommodation for the repayment of a debt for more than $250,000.00 may be
enforced against Bank unless the promise, contract, or agreement (or some memorandum or note
thereof) is in writing and signed by Bank.

(n)  This Agreement, and the documents related thereto, are being executed and

delivered by Borrower in Portland, Maine, and the laws of the State of Maine shall govern the
interpretation, enforcement and construction of this Agreement and the of rights and duties of the
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parties hereto. This Agreement shall take effect as a sealed instrument and shall be effective as

of the date first set forth above.

Witnessed by:

Kl ) zw_ﬂl__.,

Witnessed by:

2 LW;U%__

ASSOCIATED GROCERS OF MAINE, INC.

Byrlﬁém)( (/(a/é/u

Alan R. Decker
Its President

Address:

1000 Brunswick Avenue
Gardiner, Maine 04345

FLEET B OF MAINE

o, ///%4/

Dwight G/ Havey
Vice President

Address:

P.O. Box 1280
"Two Portland Square
Portland, Maine 04104-5006
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SCHEDULES

The following Schedules to the Master Loan and Security Agreement to which they are
attached are respectively described in the section indicated. Those Schedules in which no

" information has been inserted shall be deemed to read "None".



L.

2.

SCHEDULE A

Other Places of Business (Section 3)

Other Inventory Locations (Section 3)



L.

SCHEDULE B

Other jurisdictions in which Borrower and/or Subsidiaries are incorporated or qualified as
a foreign corporation (Section 4(a))



SCHEDULE C

Subsidiaries (Section 4(a))

Jurisdiction of Percent
Name Incorporation Address Owned
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SCHEDULE D

Other Encumbrances and Liens (Section 4(e)(1))

Secured Party Description of Payment Terms and
or Mortgagee of Collateral Dates of Maturity

Subordinated Debt

None



SCHEDULEE
Leases (Section 4(e)(i1))

Date of Lease .
Lessor and Term Description of Propertv




SCHEDULE G
Year 2000 Plan (Section 4(1))

PARBMD31970MASSOC.GRO\LOAN-4.MST



SCHEDULE A

Other Places of Business (Section 3)

Operate one retail site in East Corinth, Maine.

Other Inventory Locations (Section 3)

Some overflow of frozen food products and dry goods are stored at AG’s former
facility in South Gardiner, Maine. This is a month-to-month agreement for 4,000
square feet. ‘



SCHEDULE B

Other jurisdictions in which Borrower and/or Subsidiaries are incorporated
or qualified as a foreign corporation (Section 4(a)).

Maine, New Hampshire, Vermont, Massachusetts, Rhode Island.

Business is conducted in Massachusetts under the name of AG Distributors.

Borrower’s shareholders and their respective stock holdings in Borrower;
Borrower’s treasury stock or authorized but unissued stock, if any (Section

4(d)).

List of shareholders enclosed.
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SCHEDULE C

Subsidiaries (Section 4(a))

Jurisdiction of Percent
Name Incorporation Address Owned
AG Distributors Maine PO Box 1000 100%
Gardiner, ME
04345-1000
AG Development Corp.  Maine PO Box 1000 100%
' ~ Gardiner, ME
04345-1000
Allied Insurance Agency
of Maine, Inc. Maine PO Box 1000 100%
Gardiner, ME

04345-1000



SCHEDULE D

Other Encumbrances and Liens (Section 4(e)(I))

Secured
or Mortgagee

Industrial Revenue Bond
State Street Bank & Co.,
Trustee

Urban Development Action
Grant
City of Gardiner

GMAC

Description of
of Collateral

Buildings, A/R, Inventory

Land, Buildings, Fixtures &
Equipment

Automobiles

Subordinated Debt

None

Payment Terms and
Dates of Maturity

Monthly Interest

Annual (12/31) Principal
Payment

Final Payment 12/31/99

Principal & Interest Qtrly
Final Payment 11/15/05

Various Maturity Dates on
3-year loans



SCHEDULE E

Leases (Section 4(e)(ii))

Date of Lease
Lessor and Term Description of Property

See Attached
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In addition, as part of the Company’s retail development strategy, AG
Development may enter into leases of retail grocery sites with a view to
subleasing them to qualified retailers who would then purchase their inventory
from AG. AG Development presently has in place three such arrangements
involving stores in Waterboro, Maine, Skowhegan, Maine and Oakland, Maine,
under which AG Development is obligated for monthly lease payments of
$3,069, $5,000 and $2,000 per month, respectively, and which leases expire,
respectively, in June, 2007 (including renewal options in favor of AG
Development), August, 2003 and June, 2003. With respect to the Oakland

facility, AG Development has the right to acquire that property for a purchase
price of $150,000.



SCHEDULE F

Litigation and Other Proceedings (Section 4(h))

None



SCHEDULE G

Year 2000 Plan (Section 4(1))

See Attached



ACCA Orders

Customer Order "~ System
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Project Completion March 31, 1999



Exhibit 6(b)

FIRST AMENDMENT
TO
MASTER LOAN AND SECURITY AGREEMENT

- THIS FIRST AMENDMENT TO MASTER LOAN AND SECURITY AGREEMENT
ated this 26™ day of October, 2000, between ASSOCIATED GROCERS OF MAINE, INC,, a
Maine corporation with its principal place of business in Gardiner, Maine ("Borrower"), and
FLEET NATIONAL BANK, a national banking association organized and existing under the
’ws of the United States of America (as successor by merger to Fleet Bank of Maine), with a
place of busmess at Two Portland Square, Portland, Maine ("Bank"),

WITNESSETH:

g WHEREAS, Borrower and Bank (as successor by merger to Fleet Bank of Maine) are
arties to a Master Loan and Security Agreement dated as of May 12, 1998 (the "Loan

Agreement"); and
WHEREAS, Borrower and Bank desire to amend the Loan Agreement;

: NOW, THEREFORE,' for valuable consideration, the receipt and sufficiency of which are
hereby acknowledged, Borrower and Bank hereby agree as follows:

;o 1. The Loan Agreement is hereby amended by deleting all references to "Cost of
_;Funds" "Cost of Funds Loans" and "Cost of Funds Rate".

2. The Loan Agreement is hereby amended by adding the following definition to
Sectxon 1(b) of the Loan Agreement:

"Base Rate” means the variable per annum rate of interest so designated
from time to time by Fleet National Bank as its prime rate. The Base Rate is a
reference rate and does not necessarily represent the lowest or best rate being
charged to any customer. Changes in the rate of interest resulting from changes in
the Base Rate shall take place immediately without notice or demand of any kind.

B EE AT N The Loan Agreement is hereby amended by adding the following definition of
e "Core Capital Deposits” to Section 1(b) of the Loan Agreement:

"Core Capital Deposits" means those Capital Deposits in excess of that
which each stockholder is required to pay to Borrower in connection with their

stock ownership in Borrower.

4, The Loan Agreement is hereby amended by deleting in its entirety the definition
of "Eligible Inventory” set forth in Section 1(b) of the Loan Agreement and replacing therefor the
following:

"Eligible Inventory" means such of Borrower's Inventary as is initially, and
at all times until sold. and as determined in Bank's sole discretion: new and




o ;

H It

L . \
)

unused, in first-class condition, merchantable and saleable through normal trade
channels; kept at a location which has been identified in'writing to Bank as a
location of Inventory; subject to a perfected security interest in favor of Bank;
owned by Borrower free and clear of any lien except for the Permitted Liens;
constitutes finished goods or raw materials but not work in progress and not
inventory in the produce category; not obsolete; not consigned to a customer of
Borrower; not purchased by Borrower as part of a "bulk” transfer or sale of assets,
unless Borrower and the bulk transferor have complied with all applicable bulk
sales and bulk transfer laws or the sale is consummated pursuant to a bankruptcy
court proceeding; not scrap, waste, defective goods or the like; produced by
Borrower in accordance with the Federal Fair Labor Standards Act of 1938, as
amended, and all rules, regulations and orders promulgated thereunder; not stored
with a bailee, warehouseman or similar party unless Bank has given its prior
written consent thereto and Borrower has caused each such bailee, warehouseman
or similar party to issue and deliver to Bank warehouse receipts in Bank's name
for such Inventory. All Inventory, whether or not Eligible Inventory, constitutes .
Collateral. At any date as of which the amount of Eligible Inventory shall be i
determined, such inventory shall be valued using the "FIFO" (that is first in, first
out) valuation method.

R T

3. The Loan Agreement is hereby amended by deleting in its entirety the definition
of "LIBOR" set forth in Section 1(b) of the Loan Agreement and replacing therefor the following:

"LIBOR" shall mean, as applicable to any LIBOR Loan, the rate per
annum as determined on the basis of the offered rates for deposits in U.S. Dollars,
- for a period of time comparable to such LIBOR Loan which appears on the
Telerate page 3750 as of 11:00 a.m. London time on the day that is two (2)
London Banking Days preceding the first day of such LIBOR Loan; provided,
however, if the rate described above does not appear on the Telerate System on
any applicable interest determination date, the LIBOR rate shall be the rate
(rounded upward, if necessary, to the nearest one hundred-thousandth of a
percentage point), determined on the basis of the offered rates for deposits in U.S.
Dollars for a period of time comparable to such LIBOR Loan which are offered by -
four (4) major banks in the London interbank market at approximately 11:00 a.m.
London time, on the day that is two (2) London Banking Days preceding the first
day of such LIBOR Loan as selected by Bank. The principal London office of
each of the four (4) major London banks will be requested to provide a quotation
of its U.S. Dollar deposit offered rate. If at least two such quotations are
provided, the rate for that date will be the arithmetic mean of the quotations. If
fewer than two quotations are provided as requested, the rate for that date will be
determined on the basis of the rates quoted for loans in U.S. Dollars to leading
European banks for a period of time comparable to such LIBOR Loan offered by
major banks in New York City at approximately 11:00 a.m. New York City time,
on the day that is two (2) London Banking Days preceding the first day of such
LIBOR Loan. In the event that Bank is unable to obtain any such quotation as
provided above. it will be deemed that LIBOR pursuant to a LIBOR Loan cannot

2.




B be determined. In the event that the Board of Governors of the Federal Reserve
E System shall impose a Reserve Percentage with respect to LIBOR deposits of

; Bank, then for any period during which such Reserve Percentage shall apply,
LIBOR shall be equal to the amount determined above divided by an amount
equal to one (1) minus the Reserve Percentage. "Reserve Percentage" shall mean
the maximurn aggregate reserve requirement (including all basic, supplemental,
marginal and other reserves) which is imposed on member banks of the Federal
Reserve System against "Euro-currency Liabilities" as defined in Regulation D.
"Banking Day" shall mean, in respect of any city, any day on which commercial
banks are open for business in that city. '

6. The Loan Agreement is hereby amended by deleting in its entirety the definition
of "LIBOR Rate" set forth in Section 1(b) of the Loan Agreement and replacing therefor the
following:

"LIBOR Rate" means (i) for the Revolving Line of Credit, a fixed annual
rate of interest equal to LIBOR plus one and three-quarters percent (1.75%)
(provided. however, the applicable LIBOR Rate shall apply prospectively and
shall not affect previous LIBOR Loans for which the applicable Interest Period
has not yet expired), and (ii) for the Equipment Line of Credit, a fixed annual rate
of interest equal to LIBOR plus two percent (2%) for advances for machinery and
equipment, and plus two and three-quarters percent (2.75%) for advances for
member store loans and assistance, as applicable.

7. The Loan Agreement is hereby amended by deleting in its entirety the definition
& of "Termination Date"” set forth in Section 1(b) of the Loan Agreement and replacing therefor the
§ following: :

"Termination Date"” means the earlier to occur of September 30, 2002,
unless renewed by Bank in writing prior to such date, or the date on which the
obligations hereunder are accelerated and become due as a result of an Event of
Default. The decision of whether to renew, as well as the terms and conditions of
such renewal, including, without limitation, the interest rate, maximum principal
amount and maximum extension term, will be in the sole and absolute discretion
of Bank.

8. The Loan Agreement is hereby amended by deleting in its entirety the definition
of "Yield Maintenance Formula" set forth in Section 1(b) of the Loan Agreement.

9. Section 5(a) of the Loan Agreement is hereby deIeted 1n its entirety and replaced
4 with the following therefor:

& (a) Revolving Line of Credit Advances; Borrowing Base. Subject to
the terms and provisions of this Agreement, Bank hereby establishes a revolving
line of credit in Borrower's favor in the amount set forth below (the "Revolving
Line of Credit"). For so long as no Event of Default has occurred and is
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continuing hereunder, Bank shall, upon Borrower's request, from the date
hereunder until the Termination Date, make such advances to Borrower based
upon the facts and circumstances existing at the time of Borrower's request, and
subject to the Borrowing Base (as herein defined), all ‘of which advances shall be
payable in accordance with this Agreement and are and shall be secured by
Borrower's Inventory, Accounts and all other Collateral and Real Estate and
including proceeds of any thereof. Borrower agrees that the aggregate unpaid
principal of all advances outstanding at any one time under the Revolving Line of
Credit shall not exceed the Borrowing Base; provided, however, out-of-formula
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4 advances will be permitted of up to $1,000,000.00 for up to a 120-day period
annually, for an additional fee of one quarter of one percent (1/4%) (minimum of
3 $250.00) per month or any part thereof, determined by the largest aggregate

4 amount of out-of formula advances outstanding during such month. The
foregoing 120-day annual period for out-of-formula advances shall commence on
E ] the first day on which an out-of-formula advance is made, shall not be tolled for
5, any reason whatsoever, and such period shall be available only once in any twelve
3 (12) consecutive month period. The term "Borrowing Base" as used herein shall

mean the sum of the following:

(1) eighty-five percent (85%) of Eligible Receivables,
PLUS
* : (i1) fifty-five percent (55%) of Eligible Inventory,

but in no event shall the sum of all outstanding advances (including so-called out-
of formula advances) be in excess of the Maximum Availability. The term
"Maximum Availabilitv" as used herein shall mean Six Million Dollars
($6.000,000.00). All such advances shall bear interest upon the principal sum
thereof from time to time advanced, shall be calculated on a 3635-day vear and the
actual number of days elapsed, computed at the Base Rate. SUBJECT TO
CHANGE OF RATE in accordance with changes in the Base Rate, such
adjustments in rate to be made automatically and to be effective immediately with
all changes in the Base Rate (or, if elected by Borrower as described in this
Section 5, paragraph (d) below, at the LIBOR Rate). '

10. Section 5(f) of the Loan Agreement is hereby deleted in its entirety and replaced
with the following therefor:

3 ()~  Purpose. Borrower shall use loan proceeds for general working

:§ * - capital purposes for itself and for the issuance of letters of credit, including an
existing letter of credit for the benefit of Western Family Foods in the amount of
$500,000.00, and for no other purposes.

2 1l. Section 6 of the Loan Agreement is hereby deleted in its entirety and replaced
with the following therefor:




6. EQUIPMENT LINE OF CREDIT TERM LOAN. (a) Advances:;
Minimum Advances. Subject to the terms and provisions of this Agreement and
. provided no Event of Default has occurred and is continuing hereunder, Bank,
£ " from the date hereof until the Termination Date, shall make advances to Borrower
under a discretionary line of credit, provided that the aggregate amount advanced
under such line of credit shall not exceed Two Million Dollars ($2,000,000.00)
N (the "Equipment Line of Credit"). Advances that Bank makes hereunder shall be
in a minimum amount of $25,000.00 and shall be for no more than eighty percent
~ (80%) of the invoiced amount of the equipment or machinery being purchased by
-+ Borrower, or to fund up to one hundred percent (100%) of loans to its members
. . for store assistance. Any advances in an amount less than $250,000.00 shall be
. subject to a takedown fee of $500.00 which shall be assessed at the time of each
g - such advance. Further, subject to the limits set forth in Section 16(h)(y) hereof,
+4 . .. -the maximum aggregate amount available to Borrower to be advanced under the
: -, . Equipment Line of Credit shall be reduced on a dollar for dollar basis for each
.. .dollar guaranteed by Borrower to obtain financing for any of its member stores.
Any such advances shall be made subject to, and payable in accordance with the
terms hereof, and secured by all Collateral and the Real Estate.

.. (b) Interest Rate; Conversion to Term Loans. The amount outstanding
under the Equipment Line of Credit shall bear interest (calculated on a 365-day
vear and the actual number of days elapsed), payable monthly in arrears, at the
:Base Rate, SUBJECT TO CHANGE OF RATE in accordance with changes in the
Base Rate, such adjustments in rate to be made automatically and to be effective
~ -immediately with all changes in the Base Rate; provided, however, Borrower may
_iconvert within one hundred twenty (120) days the amount of the then outstanding
- ;advances made within the previous one hundred twenty (120) days under the
- :Equipment Line of Credit, which has not previously been converted to a term
-:Joan, with a five (5) vear amortization schedule and a due date of the Termination
- :Date for advances made for equipment or machinery. In the event Borrower
.. elects to convert within one hundred twenty (120) days of the advances to a term
- loan, Borrower shall have the right to elect in writing, no more than thirty (30)
- days prior nor less than five (5) days prior to the date on which such conversion
- shall take effect (the "Conversion Date"), that the interest rate applicable to such
- . term loan be (i) the Base Rate, or (ii) at the interest rate equal to the LIBOR Rate,
“SUBJECT TO CHANGE OF RATE with each change in an Interest Period, such
: -adjustments in rate to be made automatically and effective immediately with each
- subsequent Interest Period.

' {(c) Purpose. Borrower shall use the proceeds from the Equipment Line of Credit for
.»1 _Athe acqulsmon of new and used equipment or to fund loans to its members for store assistance,
_j~jfand for no other purposes. All of such machinery and equipment shall be kept at Borrower's

} _ ‘Place of business in Gardiner. \/Iame and shall be subject to Bank's ﬁrst perfected security
: ;’;ﬂ;mterest
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12.  The Loan Agreement is hereby amended by deleting Section 7 t}mereof in 1ts
ermretv and replacing therefor the followmg

7. Q_M_IT_T_EQ

13.  The Loan Agreement 1s hereby amended by deleting all references to "Term Loan
Line of Credit" in the Loan Agreement.

14.  The Loan Agreement is hereby amended by deleting Section 8 thereof i in its
entlrety and replacing therefor the following:

8. OMITTED.

15. The Loan Agreement is hereby amended by deleting Section 9(a) thereof in its
entirety and replacing therefor the following:

(a) Omitted.

16. The Loan Agreement is hereby amended by deletmg Section 9(b) thereof in its
entirety and replacing therefor the following:

(b) If the entire amount of any required principal and/or interest
payment due hereunder is not paid in full within ten (10) days after the same is
due, Borrower shall pay to Bank a late fee equal to five percent (5%) of the
required payment. Upon the occurrence of an Event of Default (whether or not
‘Bank has accelerated payment of the Obligations, or after maturity or after
judgment has been rendered on the Obligations, Borrower’s right to select pricing
options shall cease and the unpaid principal of all Loans shall, at the option of

- Bank. bear interest at a rate which is four (4) percentage points per annum greater
than that which would otherwise be applicable. '

17. The Loan Agreement is hereby amended by deleting Section 9(d) thereof in its
entirety and replacing therefor the following:

(d) Borrower shall have the right at any time to prepay any Base Rate
Loan without premium or penalty, provided that any amount prepaid shall be
accompanied by accrued interest on the principal repaid to the date of payment.
To the extent that a Loan is a LIBOR Loan, Borrower may prepay a LIBOR Loan
only upon at least three (3) Business Days prior written notice to Bank (which
‘notice shall be irrevocable), and any such prepayment shall occur only on the last
day of the Interest Period for such LIBOR Loan. Borrower shall pay to Bank,
upon request of Bank. such amount or amounts as shall be sufficient (in the
reasonable opinion of Bank) to compensate it for any loss, cost or expense
incurred as a result of: (i) any payment of a LIBOR Loan on a date other than the -
last day of the Interest Period for such Loan; (i) any failure by Borrower to
borrow a LIBOR Loan on the date specified by Borrower’s written notice; (iii) any
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failure by Borrower to pay a LIBOR Loan on the date for payment speéiﬁed n

Borrower’s written notice. Without limiting the foregoing, Borrower shall pay to

Bank a "yield maintenance fee" in an amount computed as follows: The current

- rate for United States Treasury securities (bills on a discounted basis shall be

converted to a bond equivalent) with a maturity date closest to the term chosen

pursuant to the LIBOR Rate Election as to which the prepayment is made, shall be

subtracted from the LIBOR in effect at the time of prepayment. If the result is
zero or a negative number, there shall be no yield maintenance fee. If the result is
4 * a positive number, then the resulting percentage shall be multiplied by the amount
“4 .-« - .of the principal balance being prepaid. The resulting amount shall be divided by
360 and multiplied by the number of days remaining in the term chosen pursuant
i% ~ to the LIBOR Rate Election as to which the prepayment is made. Said amount
shall be reduced to present value calculated by using the above-referenced United
States Treasury securities rate and the number of days remaining in the term
chosen pursuant to the LIBOR Rate Election as to which prepayment is made.
The resulting amount shall be the yield maintenance fee due to Bank upon the
prepayment of a LIBOR Loan. Each reference in this paragraph to "LIBOR Rate
Election" shall mean the election by Borrower of the LIBOR Rate. If by reason of
an Event of Default Bank elects to declare the promissory note evidencing the
Loan to be immediately due and payable, then any yield maintenance fee with
respect to a LIBOR Loan shall become due and payable in the same manner as
though Borrower had exercised such right of prepayment. Borrower may provide
notice of its election hereunder in writing or by telephone, provided, however, that
any telephonic notice shall follow such procedures as Bank may require, and Bank
shall have no duty to confirm the authority of a person making a telephonic
request.
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I S 18. Section 9(f) of the Loan Agreement is hereby deleted in its entirety and replaced
§ with the following therefor:

(H Borrower shall pay Bank: (i) a non-refundable commitment fee of

Eight Thousand Seven Hundred Fifty Dollars ($8,750.00), with any unpaid

~ balance of which immediately due and payable in full, and. (ii) an unused
commitment fee of three-eighths of one percent (3/8%) per annum (computed on -
the basis of the actual number of days elapsed over a 365-day year) on the actual
available amount of funds in the aggregate under the Revolving Line of Credit and
the Equipment Line of Credit, payable quarterly in arrears, and calculated daily on
the unused portion of the line amount for said Loans, provided, however, for

- purposes of the foregoing unused commitment fee, letters of credit issued and

.7~ outstanding under the Revolving Line of Credit shall be deemed outstanding loans

A . thereunder.
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3 19. Notwithstanding anything to the contrary set forth in Section 14 of the Loan

w » ’_Ag_r'eemem, (1) the quarterly management prepared financial statements and covenant compliance
: certrﬁcgtes shall be delivered to Bank quarterly within forty-five (45) days of quarter end, (ii) the
‘A__Borrowmg Base Certificates shall be delivered quarterly within fifteen (15) days of quarter end
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;nlesé BonoWer 1s in an out-of formula period as described in Section 5(a) ofthé Loan
Agreement, in which case such Borrowing Base Certificates shall be delivered to Bank on a

" weekly basis, and (iii) the quarterly management prepared financial statements shall be prepared

on a consolidated basis.

20. The Loan Agreement is hereby amended by deleting Section 15(u) thereof in its

entirety.

21. Sections 16(a), 16(b) and 16(c) of the Loan Agreement are hereby deleted in their

s's'eniirery and replaced with the following therefor:

R (a) Tangible Net Worth. Permit its tangible net worth to be less than
(i) $1,975,000.00 as of the quarter periods ending September 30, 2000, December
31,2000 and March 31, 2001, measured as of the end of such quarters on a

-consolidated basis, and (ii) thereafter at ninety-five percent (95%) of Borrower’s
prior fiscal year end actual tangjble net worth, measured as of the end of quarters
-ending on June 30, September 30, December 31 and March 3] on a consolidated
basis; "tangible net worth" shall mean Borrower's net worth minus unpaid
preferred stock subscriptions, note receivables from Borrower’s members and
customers (generated after March 31, 2000 and which represent refinancing of

.. -open accounts), intangibles determined by generally accepted accounting

principles ("GAAP") and prepaid expenses.

(b) Debt Service Coverage Ratio. Permit its debt service coverage
" ratio (as defined in this subparagraph (b)) measured quarterly to be less than 1.0
times the amount of its debt service, as shown on its consolidated financial

© statements measuring the prior twelve (12) months on a rolling four (4) quarter
~ basis, calculated using the following formula:

. debt service coverage ratio:  Earnings before interest, taxes, depreciation and
s amortization, MINUS provision for Income taxes,
MINUS cash dividends and non-financed capital
_ expenditures, DIVIDED BY the sum of (1) current
P maturity of long-term debt and capitalized leases,
. and (ii) cash interest €xpense during such twelve
: (12) month period; "non-financial capital
SEe o expenditures" shall mean the sum of all capital
L ' expenditures in the four (4) fiscal quarters under
review minus increases in long term debt used to
acquire such capital assets minus the cumulative
increase (if any) in Core Capital Deposits over the
same four (4) quarter period.

(c) Minimum Consolidated Working Capital. Permit its Current
Assets minus Current Liabilities to be less than $2,000,000.00, measured quarterly
On a consolidated basis; "Current Assets" shall mean at any date as of which the
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) ' 7 " i
amount thereof shall be determined, all current assets of Borrower as determmed uh
" in accordance with GAAP; "Current Liabilities" shall mean the total of all current
liabilities and obligations of Borrower, which in accordance with GAAP would be
included as current liabilities on a balance sheet and also including guaranties,

v ~ endorsements (other than for collection in the ordinary course of business) or 3
7 other arrangements whereby responsibility is assumed for the obligations of :
1 others, whether by agreement to purchase or otherwise acquire the obligations of 4
-others, including any agreement, contingent or otherwise, to furnish goods or 3
~ services for the purpose of payment of the obligations of others. 5
- 22. Section 20 of the Loan Agreement is hereby deleted in its entirety and replaced . 6
mth the following therefor: -
r
.~ 20, JURY TRIAL WAIVER. BORROWER AND BANK (BY 7
ACCEPTANCE OF THIS AGREEMENT) MUTUALLY HEREBY ' [
... KNOWINGLY, VOLUNTARILY AND INTENTIONALLY WAIVE THE - 8
*+ » RIGHT TO A TRIAL BY JURY IN RESPECT OF ANY CLAIM BASED -
- HEREON, ARISING OUT OF, UNDER OR IN CONNECTION WITH THIS C
3 ..~ AGREEMENT OR ANY OTHER LOAN DOCUMENTS CONTEMPLATED e
b " TO BE EXECUTED IN CONNECTION HEREWITH OR ANY COURSE OF § 1
+:CONDUCT, COURSE OF DEALINGS, STATEMENTS (WHETHER VERBAL -
2 OR WRITTEN) OR ACTIONS OF ANY PARTY, INCLUDING, WITHOUT 1

LIMITATION, ANY COURSE OF CONDUCT, COURSE OF DEALINGS,

»- STATEMENTS OR ACTIONS OF BANK RELATING TO THE 1

+-ADMINISTRATION OF THE LOANS OR ENFORCEMENT OF THE LOAN >

¢ DOCUMENTS, AND AGREE THAT NEITHER PARTY WILL SEEK TO

CONSOLIDATE ANY SUCH ACTION WITH ANY OTHER ACTION IN

“: - WHICH A JURY TRIAL CANNOT BE OR HAS NOT BEEN WAIVED.

"EXCEPT AS PROHIBITED BY LAW. BORROWER HEREBY WAIVES ANY

- RIGHT IT MAY HAVE TO CLAIM OR RECOVER IN ANY LITIGATION
ANY SPECIAL, EXEMPLARY, PUNITIVE OR CONSEQUENTIAL

- 'DAMAGES OR ANY DAMAGES OTHER THAN, OR IN ADDITION TO,

- ACTUAL DAMAGES. BORROWER CERTIFIES THAT NO

~ REPRESENTATIVE, AGENT OR ATTORNEY OF BANK HAS

~'REPRESENTED, EXPRESSLY OR OTHERWISE, THAT BANK WOULD '

 ', NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE THE f

.. FOREGOING WAIVER. THIS WAIVER CONSTITUTES A MATERIAL ]

- . INDUCEMENT FOR BANK TO ACCEPT THIS AGREEMENT AND MAKE :
. THE LOANS. o

s A e f R B b b, e Bt 5

' 23. . The Loan Agreement is herebv amended by adding the followmg paragraphs to
Sectlo of the Loan Agreement:

(0)  If, atany time. the rate of interest. together with all amounts which
:§ -+ - constitute interest and which are reserved. charged or taken by Bank as
© compensation for fees. services or expenses 1nc1demal to the making, negotiating

9.
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* or collection of the Loans evidenced hereby, shall be deemed by any competent
* court of law, governmental agency or tribunal to exceed the maximum rate of
interest peri'nitted to be charged by Bank to Borrower under applicable law, then,
during such time as such rate of interest would be deemed excessive, that portion 3
 of each sum paid attributable to that portion of such interest rate that exceeds the
 .maximum rate of interest so permitted shall be deemed a voluntary prepayment of

principal. As used herein, the term "applicable law" shall mean the law in effect - ‘ 4
-as of the date hereof; provided, however, that in the event there is a change in the i '
law which results in a higher permissible rate of interest, then this Agreement {5

shall be governed by such new law as of its effective date.

(p)  Bank may transfer Collateral into its name or that of its nominee

_ . -and may receive the income and any distributions thereon and hold the same as 7

! ~Collateral for the Obligations, or apply the same to any Obligation, whether or not
a default or an Event of Default has occurred.

v " 24.  Inall other respects the Loan Agreement remains unmodified and in full force

' and effect and is hereby ratified and affirmed. Borrower represents and warrants to Bank that no
4 default now exists under the Loan Agreement. From and after the date of this First Amendment,
] -anyreference in the Loan Agreement to "this Agreement”, and any reference to the Loan and

4 Security Agreement between Borrower and Bank shall mean such Agreement as amended
.herebv ‘ :

‘ \ ““IN WITNESS WHEREOF, Borrower and Bank have caused this First Amendment to be

3 ,.dul) executed and delivered, as an instrument under seal, effective as of the date first above
: ‘,wrttten

A ESTING WITNESS: ASSOCIATED GROCERS OF MAINE,

INC.

- A
o SV L) A
Michael E. Westort
Its Presi.dent

FLEET NATIONAL BANK

By, . “14764’“7/

Dwight G. Havev
Its Vice President

P DLG FLEET AssocGronlstAmnd ] wpd
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Exhibit 6(c)

SECOND AMENDMENT
TO
MASTER LOAN AND SECURITY AGREEMENT

THIS SECOND AMENDMENT TO MASTER LOAN AND SECURITY
AGREEMENT is dated this&g’ﬁay of October, 2002, between ASSOCIATED GROCERS OF
MAINE, INC., a Maine corporation with its principal place of business in Gardiner, Maine
("Borrower"), and FLEET NATIONAL BANK, a national banking association organized and
existing under the laws of the United States of America (as successor by merger to Fleet Bank of
Maine), with a place of business at Two Portland Square, Portland, Maine ("Bank"),

WITNESSETH:
WHEREAS, Borrower and Bank (as successor by merger to Fleet Bank of Maine) are

parties to 2 Master Loan and Security Agreement dated as of May 12, 1998, as amended by a
First Amendment dated October 26, 2000 (the "Loan Agreement"); and

WHEREAS, Borrower and Bank desire to amend the Loan Agreement;

NOW, THEREFORE, for valuable consideration, the receipt and sufficiency of which are
hereby acknowledged, Borrower and Bank hereby agree as follows:

1. The Loan Agreement is hereby amehded by adding the following definitions to
Section 1(b) of the Loan Agreement:

"Cost of Funds" means the per annum rate of interest which Bank is
required to pay or is offering to pay, for wholesale liabilities of like tenor, adjusted
for reserve requirements and such other requirements as may be imposed by
federal, state or local government and regulatory agencies, as determined by Bank.

"Cost of Funds Loans" means any Loans for which the interest rate is the
Cost of Funds Rate.

"Cost of Funds Rate" means (for an advance under the Revolving Line of
Credit only) a fixed annual rate of interest equal to the Cost of Funds for the
applicable Interest Period plus the number of basis points as set forth in
accordance with the Interest Rate Grid.

"Interest Period" means (i) in the event that interest is calculated at the
Base Rate, the Interest Period shall be one (1) day, and (ii) in the event that
interest is calculated at the Cost of Funds Rate, the Interest Period shall be a
period commencing on the date so designated by Borrower in its irrevocable
written notice to Bank and ending between one (1) and three hundred sixty-five
(365) days thereafter, as Borrower may elect in such notice pursuant to Section
5(d), and (iii) in the event that interest is calculated at the LIBOR Rate under the
Revolving Line of Credit, the Interest Period shall be a period ending between



seven (7) and three hundred sixty-five (365) days thereafter as so designated in
Borrower's irrevocable notice to Bank pursuant to Section 5(d), and in the event
that interest is calculated at the LIBOR Rate under the Equipment Line of Credit,
the Interest Period shall be a period commencing on the date so designated by

. Borrower in its irrevocable written notice to Bank and ending one (1), two (2) or
three (3) months thereafter, as Borrower may elect in such notice pursuant to
Section 5(d), provided that:

(a) any Interest Period that would otherwise end on a day which is not
a Business Day shall be extended to the next succeeding Business Day; and

(b)  no Interest Period may extend beyond the Termination Date.

"Interest Rate Grid" means, notwithstanding anything in this Agreement to
the contrary, the applicable interest rate for each Cost of Funds Loan or LIBOR
Loan under the Revolving Line of Credit requested by Borrower shall be
established in accordance with the following grid:

Level Funded Debt/EBITDA Cost of Funds+
or LIBOR+
1 >3.5 185
2 >2.5and <3.5 175
3 >2.0and <2.5 165
4 <2.0 155

+ shall mean "plus the number of basis points set forth at the applicable Level”.

For purposes of determining the ratio of Funded Debt to EBITDA,
"Funded Debt" shall mean all outstanding interest-bearing debt, including, without
limitation, capital leases, and "EBITDA" shall mean the twelve-month rolling
aggregate of earnings before interest, taxes, depreciation and amortization. All
calculations shall be made semi-annually, based on Borrower's most recent annual
audited financial statements and second quarter end financial statements, as
applicable, and any change in the level referred to above shall result in a change in
the applicable interest rates, effective upon the first (1st) day of the calendar
month immediately following the receipt by Bank of the aforesaid financial
statements.

"Type" means, with respect to Loans, its nature as a Base Rate Loan, a
LIBOR Loan or a Cost of Funds Loan.

2. The Loan Agreement is hereby amended by deleting in its entirety the definition
of "LIBOR Rate" set forth in Section 1(b) of the Loan Agreement and replacing therefor the
following:



"LIBOR Rate" means (i) for the Revolving Line of Credit, a fixed annual
rate of interest equal to LIBOR plus the number of basis points in accordance with
the Interest Rate Grid, per annum, and (ii) for the Equipment Line of Credit, a
fixed annual rate of interest equal to LIBOR plus two percent (2%) per annum.

3. The Loan Agreement is hereby amended by deleting in its entirety the definition
of "Termination Date" set forth in Section 1(b) of the Loan Agreement and replacing therefor the
following:

"Termination Date" means the earlier to occur of September 30, 2004,
unless renewed by Bank in writing prior to such date, or the date on which the
obligations hereunder are accelerated and become due as a result of an Event of
Default. The decision of whether to renew, as well as the terms and conditions of
such renewal, including, without limitation, the interest rate, maximum principal
amount and maximum extension term, will be in the sole and absolute discretion
of Bank.

4. Section 5(a) of the Loan Agreement is hereby deleted in its entirety and replaced
with the following therefor:

(a) Revolving Line of Credit Advances: Borrowing Base. Subject to
the terms and provisions of this Agreement, Bank hereby establishes a revolving
line of credit in Borrower's favor in the amount set forth below (the "Revolving
Line of Credit"). For so long as no Event of Default has occurred and is
continuing hereunder, Bank shall, upon Borrower's request, from the date
hereunder until the Termination Date, make such advances to Borrower based
upon the facts and circumstances existing at the time of Borrower's request, and
subject to the Borrowing Base (as herein defined), all of which advances shall be
payable in accordance with this Agreement and are and shall be secured by
Borrower's Inventory, Accounts and all other Collateral and Real Estate and
including proceeds of any thereof. Borrower agrees that the aggregate unpaid
principal of all advances outstanding at any one time under the Revolving Line of
Credit shall not exceed the Borrowing Base; provided, however, out-of-formula
advances will be permitted of up to $1,000,000.00 for up to a 120-day period
annually. The foregoing 120-day annual period for out-of-formula advances shall
commence on the first day on which an out-of-formula advance is made, shall not
be tolled for any reason whatsoever, and such period shall be available only once
in any twelve (12) consecutive month period. The term "Borrowing Base" as used
herein shall mean the sum of the following:

@) eighty-five percent (85%) of Eligible Receivables,
PLUS

(i)  fifty-five percent (55%) of Eligible Inventory,



but in no event shall the sum of all outstanding advances (including so-called out-
of-formula advances) be in excess of the Maximum Availability. The term
"Maximum Availability" as used herein shall mean Six Million Dollars
(86,000,000.00). All such advances shall bear interest upon the principal sum
thereof from time to time advanced, shall be calculated on a 365-day year and the
actual number of days elapsed, computed at the Base Rate, SUBJECT TO
CHANGE OF RATE in accordance with changes in the Base Rate, such
adjustments in rate to be made automatically and to be effective immediately with
all changes in the Base Rate (or, if elected by Borrower as described in this
Section §, paragraph (d) below, at the LIBOR Rate or the Cost of Funds Rate).

s. Section 6(a) of the Loan Agreement is hereby deleted in its-entirety and replaced
with the following therefor:

6.  EQUIPMENT LINE OF CREDIT TERM LOAN. (a) Advances;
Minimum Advances. Subject to the terms and provisions of this Agreement and
provided no Event of Default has occurred and is continuing hereunder, Bank,
from the date hereof until the Termination Date, shall make advances to Borrower
under a discretionary line of credit, provided that the aggregate amount advanced
under such line of credit shall not exceed Two Million Dollars ($2,000,000.00)
(the "Equipment Line of Credit"). Advances that Bank makes hereunder shall be
in a minimum amount of $100,000.00 and shall be for no more than eighty
percent (80%) of the invoiced amount of the equipment or machinery being
purchased by Borrower, or to fund up to one hundred percent (100%) of loans to
its members for store assistance. Further, subject to the limits set forth in Section
16(h)(y) hereof, the maximum aggregate amount available to Borrower to be
advanced under the Equipment Line of Credit shall be reduced on a dollar for
dollar basis for each dollar guaranteed by Borrower to obtain financing for any of
its member stores. Any such advances shall be made subject to, and payable in
accordance with the terms hereof, and secured by all Collateral and the Real
Estate. In addition to the Base Rate as described in Section 6(b) below, advances
under the Equipment Line of Credit may accrue interest at the LIBOR Rate if
elected by Borrower in accordance with Section 5(d) above.

6. Section 9(c) of the Loan Agreement is hereby deleted in its entirety and replaced
with the following therefor:

(¢)  All computations of interest shall be made on the basis of a three
hundred sixty -five (365) day year and the actual number of days elapsed;
provided, however, computation of interest under the Letter of Credit shall be
based on the actual number of days elapsed over a 360-day year. All payments
shall be made by Borrower to Bank at Two Portland Square, Portland, Maine or
such other place as Bank may from time to time specify in writing in lawful
currency of the United States of America in immediately available funds, without
counterclaim or setoff and free and clear of, and without any deduction or
withholding for, any taxes or other payments. All payments shall be applied first
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to the payment of all fees, expenses and other amounts due to the Bank (excluding
principal and interest), then to accrued interest, and the balance on account of
outstanding principal; provided, however, that after an Event of Default payments
will be applied to the obligations of Borrower to Bank as Bank determines in its
sole discretion. If any payment hereunder becomes due on a day which is not a
Business Day (as defined below), the due date of this Note or payment shall be
extended to the next succeeding Business Day, and such extension of time shall be
included in computing interest and fees in connection with such payment. As
used herein, "Business Day" shall mean any day other than a Saturday, Sunday or
day which shall be in the state of Maine a legal holiday or day on which banking
institutions are required or authorized to close.

7. Section 9(f) of the Loan Agreement is hereby deleted in its entirety and replaced
with the following therefor:

® Borrower shall pay Bank an unused commitment fee of one-quarter
of one percent (1/4%) per annum (computed on the basis of the actual number of
days elapsed over a 365-day year) on the actual available amount of funds in the
aggregate under the Revolving Line of Credit and the Equipment Line of Credit,
payable quarterly in arrears, and calculated daily on the unused portion of the line
amount for said Loans, provided, however, for purposes of the foregoing unused
commitment fee, letters of credit issued and outstanding under the Revolving Line
of Credit shall be deemed outstanding loans thereunder.

8. Section 9 of the Loan Agreement is hereby amended by adding the following
paragraph (g) thereto:

(g) If, at any time, (i) the interest rate on a Loan is a Cost of Funds
Rate fixed rate, and (ii) Bank in its sole discretion should determine that current
market conditions can accommodate a prepayment request, Borrower shall have
the right, at any time and from time to time, upon at least ten (10) Business Days
prior written notice to Bank, to prepay the loan in whole (but not in part), and
Borrower shall pay to Bank a yield maintenance fee in an amount computed as
follows: The current rate for United States Treasury securities (bills on a
discounted basis shall be converted to a bond equivalent) with a maturity date
closest to the maturity date of the term chosen pursuant to the Fixed Rate
Election as to which the prepayment is made, shall be subtracted from the "Cost
of Funds" component of the fixed rate in effect at the time of prepayment. If the
result is zero or a negative number, there shall be no yield maintenance fee. If
the result is a positive number, then the resulting percentage shall be multiplied
by the amount of the principal balance being prepaid. The resulting amount shall
be divided by 365 and multiplied by the number of days remaining in the term
chosen pursuant to the Fixed Rate Election as to which the prepayment is made.
Said amount shall be reduced to present value calculated using the above-
referenced United States Treasury securities rate and the number of days
remaining in the term chosen pursuant to the Fixed Rate Election as to which the
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prepayment is made. The resulting amount shall be the yield maintenance fee
due to Bank upon prepayment of the fixed rate loan. Each reference in this
paragraph to "Fixed Rate Election" shall mean the election by Borrower pursuant
to Section 5(d) of this Agreement for a Cost of Funds Loan. If by reason of an
Event of Default Bank elects to declare the Loans to be immediately due and
payable, then any yield maintenance fee with respect to the Cost of Funds Loans
shall become due and payable in the same manner as though Borrower had
exercised such right of prepayment.

9. Sections 16(a), 16(b) and 16 (c) of the Loan Agreement are hereby deleted in their
entirety and replaced with the following therefor:

(@)  Tangible Net Worth. Permit its tangible net worth to be less than
(1) $2,597,000.00 as of fiscal year end for 2002, and (ii) $2,597,000.00 plus
twenty-five percent (25%) of after-tax earnings thereafter, measured as of the end
of each quarter on a consolidated basis; "tangible net worth" shall mean
Borrower's net worth minus unpaid preferred stock subscriptions and intangibles
determined by generally accepted accounting principles ("GAAP").

®) Debt Service Coverage Ratio. Permit its debt service coverage
ratio (as defined in this subparagraph (b)) measured quarterly to be less than 1.25
times the amount of its debt service as shown on its financial statements
measuring the prior twelve (12) months on a rolling four (4) quarter basts,
calculated using the following formulas:

debt service coverage ratio:  Earnings before interest, taxes, depreciation and
amortization, MINUS provision for income taxes,
MINUS cash dividends and non-financed capital
expenditures, DIVIDED BY the sum of (i) current
maturity of long-term debt and capitalized leases,
and (ii) cash interest expense during such twelve
(12) month period; "non-financed capital
expenditures" shall mean the sum of all capital
expenditures in the four (4) fiscal quarters under
review minus increases in long-term debt used to
acquire such capital assets minus the curnulative
increase (if any) in Core Capital Deposits over the
same four (4) quarter period.

()  Note Receivables. Permit its note receivables from Borrower's
members and customers (which represent refinancing of open accounts) to exceed
$500,000.00 in the aggregate at any time;

10. . The Borrower acknowledges and agrees that a default under any one or
more of the Obligations shall, at the Bank's option, constitute a default hereunder and
tnder any or all other Obligations regardless of whether such a "cross-default” provision
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is expressly set forth in the instrument evidencing any particular Obligation. The
Borrower further acknowledges and agrees that each of the Loan Documents securing any
of the Obligations, including any mortgages or security agreements, shall be deemed to
secure each and every Obligation regardless of whether such Obligation is specified as
being secured by such Loan Document (subject to any maximum dollar amounts specified
in any mortgage). Without limiting the generality of the foregoing, each mortgage,
leasehold mortgage, collateral assignment, reimbursement agreement, security interest,
pledge, hypothecation or other lien or encumbrance given or granted to the Bank by the
Borrower shall be deemed to secure each and every Obligation, such that a default under
any one or more of the Obligations shall entitle the Bank, at its option, to exercise any or
all of its rights or remedies under any one or more of such mortgages, leasehold
mortgages, collateral assignments, security interests, pledges, hypothecations or other
liens or encumbrances.

11.  Inall other respects, the Loan Agreement remains unmodified and in full force
and effect, and is hereby ratified and affirmed. Borrower represents and warrants to Bank that no
default now exists under the Loan Agreement. From and after the date of this Second
Amendment, any reference in the Loan Agreement to "this Agreement”, and any reference to the
Loan and Security Agreement between Borrower and Bank shall mean such Agreement as
amended hereby.

IN WITNESS WHEREOF, Borrower and Bank have caused this Second Amendment to
be duly executed and delivered, as an instrument under seal, effective as of the date first above
written.

ATTESTING WITNESS: ASSOCIATED GROCERS OF MAINE,

INC.

By: %M W
Michael E. Westort
Its President

FLEET NATIONAL BANK

Cﬁ%{ W By o ol Dmdrl
A \\%\7\/‘/?'&?'/\ Diane H. Donaldson
@L Its Vice President




Reaffirmation and Consent of Guarantors

The undersigned hereby agree and confirm that the obligations of Borrower under the
Loan Agreement (as defined above), as amended by the foregoing Second Amendment, are
included within the defined term "QObligations" under a certain Amended and Restated Guaranty
dated October 26, 2000 given to Bank by each of the undersigned, and that said Amended and
Restated Guaranty is unmodified and remains in full force and effect. .

ATTESTING WITNESS: AG DEVELOPMENT CORP.

Cathy Cablad s AN

Michael E. Westort
Its President

ATTESTING WITNESS: ALLIED INSURANCE AGENCY OF

Cathy Callan AN ?

Michael E. Westort
Its President

P:\dgalgay\FLEET\AssocGro\2nd Amnd.doc



Exhibit 10(a)

INDEPENDENT AUDITOR'S CONSENT

We consent to the use in the Offering Circular for the issuance of $5,000,000 Variable Rate Subordinated
Debt Securities (Excess) pursuant to Regulation A under the Securities Act of 1933, as amended, of
Associated Grocers of Maine, Inc. of our report, dated May &, 2003, on the consolidated financial statements
of Associated Grocers of Maine, Inc. and subsidiaries as of and for the years ended March 28, 2003 and
March 29, 2002 appearing in the Offering Circular.

éa/b«\/&wm ¢\"““X“-

March 29, 2004 Limited Liability Company
Portland, Maine



Exhibit 11

\
P 4 RCE One Monument Square
il Portland, ME 04101
N
AL 207-791-1100 voice

207-791-1350 fax
www.plerceatwood.com

ATTORNEYS AT LAW

March 30, 2004

Associated Grocers of Maine, Inc.
- 1000 Brunswick Avenue

P.O. Box 1000

Gardiner, Maine 04345-1000

Re:  Regulation A Offering Statement on Form 1-A
Dear Sirs:

We have assisted in the preparation of a Regulation A Offering Statement on Form 1-A
(the “Offering Statement”) filed with the Securities and Exchange Commission relating to the
Variable Rate Subordinated Debt Securities (Excess) (the “Excess”) of Associated Grocers of
Maine, Inc., a Maine corporation (the “Company”).

We have examined and relied upon the Company’s Articles of Incorporation and Bylaws
and originals, or copies certified to our satisfaction, of all pertinent records of the meetings of the
directors and stockholders of the Company, the Offering Statement and such other documents
relating to the Company as we have deemed relevant for the purposes of this opinion.

In our examination of the foregoing documents, we have assumed the genuineness of all
signatures and the authenticity of all documents submitted to us as originals, and the conformity
to original documents of all documents submitted to us as certified or photostatic copies.

Based on and subject to the foregoing, we are of the opinion that the Company has duly
authorized for issuance the Excess covered by the Offering Statement, and such Excess, when
issued and sold as described in the Offering Statement, will be legally issued, fully paid and
nonassessable, and will be the binding obligation of the Company; provided, however, that the
enforceability of any obligations of the Company thereunder may be limited by bankruptcy,
insolvency, reorganization, moratorium, or other laws or rules of law or equity affecting the
enforcement generally of creditors’ rights and remedies, the discretion of the court before which
equitable relief is requested, and laws relating to fraudulent transfers or conveyances, preferences
and equitable subordination.

We hereby consent to the filing of this opinion with the Securities and Exchange
Commission in connection with the Offering Statement.

Very truly yours,
/UM:( ( %ﬂ?
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